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FOREWORD 


My f fiend Mr. V, R. Sonalker of the Central 
i. 7 anU of India, Amritsar, lias asked me to write a 
,few words by way of a Foreword for his interesting 
I 'short notes' showing how Banks have suffered losses 
owing to the inexperience and very often the lack of 
iproper care that might have been exercised by the 
iBank staff in the proper discharge of their duties. It 
^■nay also be admitted that very often the' methods 
adopted b}^ the clever forgerer aided often by 
some dishonest and negligent member of the staff, 
jhave combined to occasion sometimes heavy losses 
j to the Banks and to the careless clientsof the Banks. 
i-Mr. Sonalker’s ‘short notes’ have been presented in 
I a most attractive form and in a pleasing style of 
I writing, and if carefully read and digested by the 
I reader and the Bank officials, will be found very 
I instructive. 

With the increase in more extensive use of Bank 
acilities in commercial undertakings, these interesting 
nstanccs written under assumed names would go a 
ong way in checking abuses. 

Another source of loss to the Banks who invest 
Dn security of houses and shops is the neglect with 
rtdiich these security properties have been evaluated. 
3ne must be careful, and a bit of over-caution in 
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this matter would not be found amiss if the valuation 
of such properties is made witli greater care and some- 
what more strictly as such securities are liable to 
heavy fluctuations in price; and if advances are 
made on a small margin, the loss at the time of 
adjustment by a fraudulent debtor is sometimes 
heavy. Nothing would be lost by the exercise of 
greater care in the valuation of house properties 
offered by way of collateral security for the grant 
of a loan. 

1 congratulate the author for his instructive 
book, and appreciate the forethought and energy he 
has spent in presenting his treatise to the general 
public. I am extremely sorry that with my other 
engagements I have kept the manuscript for an 
inordinately longer time, find regret the delay that has 
been occasioned in writing this Foreword. Though 
I could claim a little experience owing to rny 
connection with the Punjab and Sind Bank, the 
Imperial Bank of India and the Reserve Bank of India, 
I would have preferred if this duty had fallen on 
more experienced shoulders than mine as I could, 
after all, only claim to be a layman in the line of 
Banking, But it was difficult to refuse the request 
of my friend. So 1 am happy to be able to say a 
few words by way of a Foreword to the well -written 
short treatise of Mr. Sonalker, and trust that the 
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indiiotry of the author will be appreciated by tlie 
public for whose benefit it has been written. 


Sundar Singh Majithia 


Camp Hos/iMt-pufy 
A u git fit y 1037 



INTRODUCTION 


I am glad to write a few words by \^'ay of Intro- 
|luctlon to this fascinating and instructive study of 
frauds in India. It is a thriller and it must 
pherefore appeal to wider section of reading public 
p.nat finds pleasure and excitement in mystery books, 
pits importance, however, to bankers is great and 
undeniable. It indicates the pitfalls to the unwary, 
and how to avoid them. Every bank official must 
^ead it as a necessity to vividly realise the dangers 
tthat lie across his daily routimeand how^tO Qvercome 
^them. 

Knowledge is a double-edged weapon ; it can be 
jused as well as abused. Scientific and technical 
Advancements aim at better service of mankind but 
jthe m ah con tent and the morbid use them as instru* 
pient to defy social order. Similarly the subject 
platter of this book is a useful aid to those who wish 
j:o checkmate evil designs on banking structure, 
111 0 ugh in the hands of the unscrupulous it may mean 
|)OsseS3ion of knowledge, perhaps hitherto unknown 
jo him, which can be turned to his evil advantage, 
put as, on balance, extension of education and scien- 
|tic research lead to progress in civilization, so 
lesemination of principles enunciated in this book 
|yst on the whole lead to better protection of banking 
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Though some swindlers may escape niipi.nisliedj 
generally every fraud and forgery writes warrant fo! 
Us own arrest, A few signs are .nvmurb ly left 1, 
hind to help detection of crimes. And if t ns ve, 
,hich overtakes crimes, had been e qua 
emphasised, that wonld have strengthened It . rook 
value as a deterrent of unlawful assaults on banks 
KonL' fi-fiiuls can be divided 


two main groups: . r I 

1. Those which are the result or tempt, 

tions winking at the weak thiongU dt^ 
fective procedure and incomplete ir 


ternal arrangements. i 

2. Those which are the result of be tray; 
on the part of those entrusted with tl, 
ultimate responsibility of supervision: 

Tightening of control and better administvatk 
eliminate or minimise dangers of the first type, b; 
the second series of crimes can only lie checked 
inculcating high ethical standards and principles ( 
good conduct. The book admirably deals with t| 
first problem ; the second danger is inherent in lurnii 
nature and is incapable of control. Who can pi 
tect from the evils of protectors I 

Mr. Sonalker has done a very useful service 
banks by focussing attention of bank officials on I 
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administrative loopholes. Realisation of weakness is 
an essential preliminary to its removal. 


Karachi, 
Atiguai, 1937. 


H. T. Thahtr 



PREFACE 


In the Orst few years of the last decade there 
was quite a large crop of banking frauds in India. 
Many of the big banks were among the victims. The 
tapid sequence in which one big fraud followed 
:inother was very striking, I started keeping notes 
to lind out whether there was any common cause 
wdiich could be removed and the repitition of frauds 
stopped. 

In the next few years I had occasions as Internal 
Auditor of one of the biggest Indian Banks to visit 
important commercial centres like Bomba)^ Calcutta, 
Madras, Rangoon, Karachi, Hj’derabad, Ahmed abad, 
Lahbre, etc. During these tours I availed myself of 
every opportunity of meeting people belonging to 
different banks and discussing witli them the frauds 
about which I had read in the papers. During the 
course of the conversations I came to know of many 
other frauds which had not found mention in the 
press. I collected as much information as possible 
about all the frauds whether they were reported or 
not. In many cases the details which I could gather 
were not quite clear but the accounts that I had 
heard were sufficient to bring out the salient points 
about the irregularities in the procedure or defects in 
the legal position. On comparing my notes I came 
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“ f Zf .S"-, i—' ““• ""■ 

, ..oi-P likelv to recur, 
similar nature w ' 

be published in a 3 warned of t' 

“'r. ’'n r*e bank anthonue. « by ll.ei.' faili 

'"‘''oHh^lmT.emns instances in whicb the ba^ 

lost tn the courts of law, very few conUl be tiace 

p,.evious design on the part of the bo— ^ 

of the cases it was the customers dcspeia t. aU 
to salvage something after a financml crash 

led him to repudiate his liability. Wherever 
banks had to write off large amounts on ac.ee 
of the dishonesty of their employees, it was no 
that this was dne either to the banks having U 
unlimited powers to an individual olTicev or to a 
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incompetent or slack officer relying too much on a 
wily subordinate. 

Ln the education of a banker practice plays a 
far more important part than theory. It is therefore 
very necessary that the executives of the banks 
should know of as many occasions as possible on 
which the banks have lost large sums on account o 
deliberate frauds by subordinates or on account o 
legal defects in the documents taken by the banks. 

The rapid development of banking in India, in 
recent years, has compelled the banks to promote 
innior members of the staff to responsible positions 
without their having gone through the traditional 
long period of apprenticeship. I have tried to put m 
as much useful information in these pages as possible 
^ in the hope that it will afford a sort of guidance to 
ianior officers and will strikingly draw their attention 
to the points which call for great circumspection 
even in ordinary everyday routine— be it a matter of 
i law or of practice. I shall therefore consider my 
i labour amply rewarded should this hook help e^n a 
single hank in remedying the defects in its routine or 
in formulating a system which will leave little room 

for fraud. . 

Amongst my notes there were many instances 

of frauds similarpn nature. While compiling them 
i in a book form I have selected a typical case out of 
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the many frauds of the same kind. As these not^ 
have been specially written for bunk officials, ! 
knowledge of Banking routine is presumed. I haij 
therefore dispensed with the necessity of describio| 
in detail every ordinary banking operation, | 

I feel that I shordd state here clearly that soiij 
of the narratives are no doubt based on importar= 
points in reported cases; some relate to occurrence' 
which did not find mention in the press; a few o\| 
their origin to occasions on which the bank's lawyer 
were able to come to the bank's rescue before it waj 
too late; while the others are constructed only t| 
illustrate certain peculiar risks. | 

It was not possible to get the details of tl! 
frauds even in reported cases. It was more difficii| 
to collect the facts concerning incidents about vvhicj 
1 had only heard from other people. I have there fo: 
reconstructed some of the frauds as best as I coit 
and sometimes to embellish the story and to nial 
it more interesting I have shown the managemei 
more lax than they probably were. The parti cub 
given ace, in many cases, far from the facts, Ti 
readers if they see resemblance to reported cas 
should not be carried away by the idea that an 
conditions did in reality exist in the banks concenn 
In fact the narratives have been based only on I 
important points that have come to notice in i 
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level'll frauds. 

I also owe an apology to the clients and mem 
Dci'S of the staff of the banks involved in these cases 
for ti-iiy misrepresentation of their point of view that 
have occurred in my endeavour to bring to the 
notice of bankers, within the compass of a single 
narrative, as many lacunae as are likely to exist m 
the individual system of checks and balances. In 
pursuance of this policy I have sometimes blended a 
number of frauds to form one plausible story by 
malting the crook resort, to all possible tricks which in 
fact were tried on different banks by different indivi- 
diuxls at different times. I may have, in my attempt 
to stress the risk to bankers’ interests, painted the 

culprit in darker colours. 

The book has been written with a view only 
to i mpress the bank officers as to the great circum- 
spection required of them even inordinary matters 
of everyday routine. I trust the banks concerned 
will appreciate the spirit in which the notes are written 
^and. will excuse me for building my stories over the 
incidents in which they were involved. 

The names used are all imaginary and have no 
reference to real persons or institutions. 

1 take this opportunity of thanking the Hon ble 
^Sir .Sundai- Singh Majithia who, in spite of his 
I naviltifaiious engagements, found time to go througli 
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„j, manuscvipt and kindly '>8™“* " ' 

word. lamaUo grateful to Mr. 13. T, ThaUiv. 
acknowledged authority on Indian Banking proble, 
for writing Introduction to my book 

Imust thank Mr. Mehar Chand ^ anna of 
Central Bank of India, Ltd., Amritsar, for the li 
he gave me during the publication of the hook. 


Amritsar, 
August, 1937, 


V, R- Soiuillier 



CLEARING CHEQUES 

PpHERE was a sensation in the First National Bank 
since the morning. The whole staff of the Bank 
appeared agitated. The cause of this disturbance in 
the usually calm atmosphere of the office was the 
dismissal of Manak Lai, one of the ablest ledgerkeeprs. 
His frank but blunt way of explaining to the officer 
that the manner in which he wanted- to reverse a 
certain entry was wrong, had upset Mr. Fernandes, a 
young officer. Matters came to a pass when the ledger 
keeper refused to carry out the instructions of the 
officer particularly in that regard, unless these were 
confirmed by the chief accountant, Mr. Fernandez 
reported the incident to the manager and to uphold 
the prestige of the officer, the manager dispensed with 
the services of Manak Lai 

" I will prove he is incompetent to manage the 
department ” were his last words when Mr. Manak Lai 
walked out of the bank with three months* salary 
and the amount of his provident fund. The officer 
when he heard of it simply laughed at the ‘empty 
boast of an impotent clerk.' 

iv Manak Lai had very nearly succeeded in getting 
job in one or two places but it appeared that his 
|revious employers did not give him a good reference. 
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The bank had rained him for ever. The tlio\igl 
revenge then entered his head and clever as he 
he soon discovered a way by which he conld l| 
much harder than he would ordinarily have wishedj 
With the money that he received on account| 
provident fund and salary in lieu of notice, he li| 
opened a savings bank account with the Indnstcij 
Bank. He transferred that money to a cnri;e| 
account. A few weeks later he called at tlae Indij 
\rial Bank and gave them a cheque for Rs, 80,OOJ| 
drawn on the First National Bank.^ Naturally s«^ 
a big cheque in the account which had all alo^ 
maintained a small balance did evoke cut io.dtyc^ 
the part of the ledger keeper. But Manak Lai 
able to satisfy him by explaining him that tUe chetij 
was drawn against his fixed deposit which k 
matured. He did not fail to add smilingly, “ 
do you worry ? You are not going to pay me uri: 
you get the money. But please see that yon prc^ 
the cheque in the first clearing so that I nuxy be a' 
to withdraw the money in the afternoon shouli 
require it.** 

Manak Lai called at the Industrial I3ank < 
hour after the Clearing Time for receivinf^ back 
paid cheques was over and presented a cheque 
Rs. 63,000/- across the counter which was paid 
the ordinary course. The cashier, as was -his wi 
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Itried to pass on small and dirty notes in payment of 
Ithe cheque and Manak Lai thanked his stars for the 
pGod-sent offer in being paid in small notes which 
I were to help him in disposing off that large amount 
fwithout creating suspicion or leaving any trace, 
f It was 10 o’clock in the night. The cash book 
I writer at the First National Bank was intently bent 
Ion his book totalling again and again the clearing 
I column of his cash book, when a car stopped at the 
fdoor of the bank and a man in European dress 
Istepped out. What is the matter, Shushi Babu 1 
|ls your cash book not yet tallied ? ” he queried. 
1“ Sir, ” fumbled the cash book writer, “there is a 
Idifference of Rs. 80,000/- in the clearing column.” 

What,” retorted the Manager, “ It must be difference 
fm the totals.” The totals were rechecked but the 
idifference was not to be found. “ Jamadar, ” called 
^l^he Manager, “ Send for the clearing clerk, the 
pledger keepers and Mr. Fernandes.” 

I The clearing slips received from other banks 
|were looked into to find out whether there was any 
jentry for Rs. 80,000/-. In the slip received from the 
industrial Bank was an entry for Rs. 80,000/-. 
Everyone of the ledger keepers emphatically denied 
mving seen the cheque for Rs. 80,000/-. “ Then it 

liiust be a draft,” said the manager. The officer in 




jf the current accounts was asked whether he 
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had any recollection about that instrument fo, 
80 000/-. He was unable to throw any light, as 
there was no regular record kept showing as to ho. 
i.any cheques were received in the clearing and to 
whom they were delivered. A practice had giown foi 
the clearing clerk to hand over the clearing cheques 
to the jamadar who used to distribute them. 

The manager caused a thorough seaich to be 
made for the cheque but as it proved unavailing and 
as nothing further could be done at so late an hour, 
he left the bank after instructing Mr. Fernandez tc 
get the information from the Industrial Bank as early 

as jxissible. 

At 9-30 next morning, Mr. Fernandez was at 
Industrial Bank in order to ascertain the name 
lie drawer and other particulars of the cheque or 
t for Rs. 80,000/-, that had been presented in the 
ring the day previous. The register of clearing 
|ue 3 could not deBnitely show who was the 
ver of the cheque. The entry in the register reac 
igible.’ From the information given by the 
;er keeper, it appeared that the cheque was drawT 
Manak Lai himself. “Impossible," declared Mr 
nandez, “The cheque could not have beer 
vn by Manak Lai. He has not even eight anna; 
nis account with us. You are mistaken." But a 
y further information was forthcoming he though 
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it best to return to his own bank. The manager 
heard all what Mr. Fernandez had discovered at the 
Industrial Bank. It did not take him long to come 
to the conclusion that the cheque was destroyed after 
Mt had left the clearing house. It could not be 
I established whether it was destroyed by the clearing 
V clerk or by the jamadar or by any of the ledger 
I keepers. 

The matter was handed over to the police but 
. they could not hnd out the whereabouts of Manak 
i Lai, who had utilised the start and had vanished. 



RECEIPTS FOR AMOUNTS 
DEPOSITED 


Seth. Manager Sahib, 1 am very sorry to troiv 

you. I have a little complaint against 1 
Bank. Here is my pass/ book for 1 
account of Messrs. Shivnarain Ramcha 
and here are my counterfoils. I do r 
find one entry dated 24th October, 1931 
Rs. 2,000/“. The office has not been able 
explain why the money represented tl 
counterfoil is not credited to my accaun 
Manager. "Well, I will just make enqniriCvS and fi 
out. It will take about half an hour. 
you please leave the pass book here a 
wait in the waiting room ?” 

The manager sent for the ledger keeper an 
the officer in charge of the current accounts a 
asked them to explain why the sum of Rs. 2,00l 
for which Seth Jiwan Lai held counterfoil da1 
24-10-1931, did not appear in the account. 

" Has there been any misposting ? ” He aski 
" Look up the Scroll Book, and the Cash Book a 
let me know where the money has gone.” 

The officer in charge returned and brought i 
the vouchers for Rs. 2,000/- of that day and cc 
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vinced the manager tliat they were all correctly 
posted. The cashier was also qiiestioned but he could 
pot throw any light. 

In explaining the system followed by the bank, 
the manager told Seth Jiwan Lai that as a check on 
the cashier’s swindling away any monies deposited, 
they had introduced a book called ‘scroll book' in 
tvhicli the serial number, the name of the account and 
the amount of each voucher were entered before 
passing on the voucher to the cash department for 
receiving the amount from the client. 

“ There is no entry in any of our books for the 
amount claimed by you. It is very unlikely that 
the amount was tendered at the bank that day. I 
think that there is something fraudulent about the 
counterfoil dated 24-10-1931 and the amount which 
this counterfoil purports to represent, has not been 
actually received in the bank. We have to convince 
you that there is something wrong with this counter- 
foil and it appears that we shall have to take the 
help of the police to find out the truth. To enable 
me to hand over the^matter to the police, will you 
please write iis a letter saying that the amount of 
Rs. 2,000/- represented by the counterfoil was 
actually sent by you to the bank on 24-10-31 and 
that it does not appear in your pass book.” 

During the investigation the police discovered 
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that the messenger who alleged that he had depths: 
the amount represented by the coimterfoil dr 
24-10-1931 had lost large amounts in gaml:>lin£? c 
ing the Diwali days. The police inspector tliet'ej 
sent for him and gave him to nndei'Staricl thfit 
police had collected all proofs and if he confessed 
would be let off with a light pimishnient. ICiiow 
from the attitude of the police that he wmi for 
ont, he made a clean breast of it. 

His confession revealed that his employor.'i 1 
two accounts in the Industrial Bank, one in tlie na 
of Jawaharlal Gopikrishan and the other in dlie na 
of Shi vna rain Ramchand. He was the only iv 
entrusted to go to the bank with monies, I-Io used 
take the amounts to be deposited sometinaeB in ■ 
account of Messrs. Jawaharlal Gopikidshn-n and 
other times in the account of Messrs. Sliiviian 
Ramchand. On 24-10-1931, when he was 
the bank with Rs. 2,000/- to be paid into thcs nccoi 
of Messrs. Shiv Narain Ram Chand, he nxet two 
his friends who dragged him to another friend’s lioi 
where gambling was going on, ^He could not res 
the temptation and justified his indulging in 
ing on that day because it was the Diwali ti nae. U 
fortunately he went on losing and when liG had. < 
hausted the few rupees that he had witli liiin, 
used his master's monies also. These also were lo 
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He could not raise sufficient funds to make 
up this loss and therefore, when he was ready with 
the next remittance for the like amount on the 
29th October, 1931, just after the Diwali holidays, he 
thought of trying to pass on the loss to the Bank. 
He prepared a paying-in-slip crediting Rs. 2,000/- to 
the account of Jawaharlal Gopikrishan but in the 
counterfoil he wrote 24'‘10-1931 instead of the cor- 
rect date, 29-10-1931, and Shivnarain Ramchand in- 
stead of Jawaharlal Gopi Krishan, 

The police wanted to verify his statement. They 
therefore put the counterfoil purporting to be dated 
24-10-1931 with the paying- in-slip dated 29-10-1931 
and holding it against the light found from the 
water mark that the counterfoil really belonged to the 
voucher dated 29-10-1931. 

No body could have dared to put forward such 
a claim against the Bank,- had it been stamping the 
counterfoils with a rubber stamp which indicated the 
date and which was placed in such a manner over the 
perforation that a part of the rubber stamp ran oyer 
a portion of the voucher also. 



SPECIMEN SIGNATURES 


I was appointed in 1926 on Rs. 30/- pc 
month. I have put in five years’ service but dui 
ing this period I have not been given any incremeni 
Ihave alarge family to support andfind it increasing 
ly difficult to make both ends meet. I shall be higlili 
grateful to you if you will consider my case sympa 
thetically,” entreated Mr. Gulati, a savings bank ledge 
keeper at the head office of the Prabhat Bank Limited 
“I am sorry the times are very hard and notliini 
can be done for you. Other banks are either sendin| 
away a number of people or are drastically reducin| 
their salaries. You should appreciate the kindnej 
our bank has shown in leaving your salaries in taq 
without dispensing with the services of any of tli 
members of the staff,” was the disappointing reply c 
the Manager, 

For some months past Gulati had been actualli 
finding it very difficult to provide his family wilij 
the bare necessities of life, The illness in the undeii 
fed and underclad family was growing. Pie coiili 
not think of any item in his budget which could li 
curtailed to effect economy to enable him to live witlii| 
his means. Every succeeding month of his mis^l 
able existence meant getting deeper into debt. 
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In the morning when he had approached the Mana- 
ger he was in a desperate frame of mind. The winter 
had set in and he had no money even to buy a little 
warm clothing for his wife and children. 

In the evening when he wearilj’’ dragged himself 
home, the first news that he got was that two of his 
children were lying unconscious with high fever. 

“ I cannot bear the agonies of the children. 
Please call in the doctor," pleaded his wife. He 
could not show his face to his old doctor ; because 
he had not been able to pay any of his long outstand- 
ing bills. Sending for any other doctor meant hav- 
ing Rs. 5/- ready. 

In the office there was absolutely no chance of 
his getting any increment which would give him 
some relief. At home he could not bear his children 
dying before his eyes for want of medical aid due to 
his poverty, 

Gulati could not get sleep the whole night. He 
kept tossing restlessly in the bed. When he got up 
late next morning he was not the same broken 
clerk that had trudged home from office the previous 
evening. He had the bearing of a man determined 
to overcome all difficulties by means fair or foul. 

Very regular in his attendance, Mr. Gulati was a 
hard working youth always willing to oblige every 
body in the Bank. He would offer to assist his officers 
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in checking totals and interest calculations, itiek] 

by the ledger keepers in the saving bank clepartmen 
and his officers required little ■ persuasion to pass o: 
such work to him. Things thus went on foi years. 
During the mont of September, 1933, Mr. Golat 
suddenly fell ill. In this condition he persisted^! 
attending the office for four days but on the fift! 
his greatly weakened health did not allow hiin tt 
leave the bed. Mr. Bakshi was deputed to work ii 
his place. 

Mr. Lalnbhai — a saving bank depositor of tb 
Prabhat Bank Ltd, presented a withdrawal to Mr, 
Bakshi, but was startled to hear that his balance W4 
'nsufficient to meetthe cheque. He straightaway wer 
0 the Manager and explained to him that though lii 
)assbook showed a balance of Rs. S,000/~, hischequ 
for Rs. SUO/- presented to the new ledger keeper wi 
being returned unpaid for want of sufficient funds, 
“For the last three years 1 have been away li 
Japan and have had no occasion to withdraw even, 
single pie from my account," cried the depositor. 
On referring to the account it was noticed th 
there were a number of withdrawals during the las 
three years. The Manager then sent for the vouehei^ 
to be produced for the inspection of the client. TL 
signatures on the withdrawals appeared to correspoit | 
exactly to the signature on the Specimen Sigr* 
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ire Card. The Manager, thereupon hinted to the 
spositor that he might be making some mistake, 
he depositor emphatically declared that the speci- 
leii signature card produced for comparison was not 
le original card he had signed, at the time of opening 
le account. He asked the Manager to refer to his 
riginal application and to the withdrawals he had 
ade before leaving for Japan, 

Even a cursory glance at these papers could 
low that the Specimen Signature card originally 
gned by the depositor had been replaced to 
.cilitate unauthorised withdrawals. When the 
anager investigated the matter he came across 
number of other accounts where the ledger keeper 
id played the same trick. 

The officer was not attesting the customers’ 
^natures on the specimen signature cards and was 
3 t careful in keeping these cards exclusively in, his 
vn possession. Mr. Giilati could, therefore, replace 
e specimen signature cards in a number of accounts, 
Mr, Gnlati was not doing the whole thing single- 
inded. He had an accomplice in a friend. This 
iend was operating upon five different accounts 
ider assumed names which were carefully chosen 
that all of tliem appeared in the ledger which Mr, 
ulati was managing. Mr. Gulati was passing forged 
ithdravvals from a number of accounts and was 
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transferi'ing the amounts to one of the five 1 
accounts wherefrom he was withdrawing the aiuc 
with the help of his friend. 

His porcedure of manipulating the accc 
was found to be somewhat as follows : 

On the depositor's account (say applies 
No. 5S53) he would present a withdrawal sa; 
Rs. 500/- bearing signatures which correspo 
exactly to the specimen on the card with whic 
had replaced the original. He would credit the am 
of this withdrawal to one of the five bogus accc 
operated upon by his friend. The money w 
then be withdrawn from the bogus account. If 
some time the depositor (No. 5333) turned u 
withdraw some money, he would transfer Rs. : 
from another savings bank account (say applic 
No. 3333 where also he had replaced the spec: 
signature) to this account (application No. 3333). 
this way Mr. Gulati continued manipulating tlv 
counts till the end of the half year. 

At the end of each half year he was nati: 
afraid of the depositors coming with their pass b 
to have the amount of interest allowed on the 
counts, posted in their pass books. But Gulati 1 
clever way of safeguarding himself even agatiis 
exigency by manipulating the books and makiii 
the amounts he had withdmwn. 
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After the officer had checked the half yearly in- 
2re3t sheets, but before the sheets were totalled, he 
>'puld change the figure of interest in the five bogus 
ccounts referred to above. For instance, if by correct 
iJculations, the amount of interest came to Rs, 28/4/- 
s would raise the figure say to Rs, 1,128/4/-. In this 
ay he would manage to get four to five thousand 
ipees by manipulating the five accounts according 
I his requirements. As the amount of interest was 
rectly debited to profit and loss account, there 
as no further check on such debits. The Bank 
)uld not know of the amounts he had surreptitiously 
■awn so often, until the withdrawal presented by Mr. 
alubhai put the Bank on enquiry. 



PRECAUTIONS NECESSARY WH 
HANDLING CASH OUTSIDE TE 
BANK PREMISES 

Police Officer— "Mr. Manager, it is a pity thal 
cannot tell me the real full nni 
the man. You do not seem to 
any idea about his native place, 
task would have been much easie 
you got his photogiaph. As it i 
only information that you have 
able to give me about the man^ ii 
he has run away with your nione 

In the busy season most of the banks in 
used to borrow large sums of money from 
Premier Bank, There were occasions when 
had to borrow lacs of rupees at a time. Tin 
of getting cash from the Premier Bank was enti 
to an ordinary employee in the cash depart 
He was generally accompanied by a sentry \ 
gun but in many cases he was accompanied 
ordinary peon of the Bank. 

The Modern Bank one day wanted to get ft 
amount of cash from the Premier Bank. 
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jnt a cashier and a peon to get it. The cashier re- 
eived payment of the cheque at the Premier Bank 
hd was returning to his bank with the cash. It was 
is usual tea time when he passed a restaurant. He 
ad already been out of the Bank for a pretty long 
me. He thought it would be better if he finished 
ith his tea while on his way to the bank and did 
ot bother the office to relieve him again for tea 
hen he had returned to the office after being away 
>r a long time. With this intention the poor feh 
iw entered the shop to enjoy a cup of tea. Before 
Ding so, he gave the cash which was with him, to 
te peon and asked him to wait outside with the 
ig containing notes. 

When the cashier came out, lie found to his 
irprise that the peon was not there. Thinking that 
j might have proceeded to the Bank which was not 
iry far off, he hurried to the Bank. When he learnt 
tat the peon was not there, he became very nervous 
id reported the matter to the Chief Cashier and the 
anager. Two persons were at once posted at the rail- 
ay station to see that the culprit did not catch the 
ain leaving the town. The police were also in- 
irmed. The rogue had, however, laid his plan pretty 
ell. He had anticipated that he would find it diffi- 
ilt to run away from the local railway station. He, 
icrefore, got into a lorry going to a village about 
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30 miles away. When he reached that villag 
canght a train and made for the opposite end of Ii 
The police asked for a photo of the man 
wanted to know the village and the district to ^v 
he belonged. The Bank could not furnish an 
the particulars which could help the police. 



REQUESTS FOR BLANK CHEQUE 
BOOKS 

PPORTUNITY is sometimes the mother of 

crime. Well-organised banks had this idea fore- 
most in their minds while laying down their systems 
of cliecks and balances. If these systems are follow- 
ed as rigidly as they are intended to be done, they 
^yill leave absolutely no chance for fraud. 

Shanker, Fernandez, Pasikaka and Ahmed were 
'Working in four different banks namely, the Orient, 
the City, the Northern and the Model. They had all 
gambled away what little they had possessed and were 
heavily in debt. 

Their friendship started on the Race Course. It 
developed during their meetings at the ' Big Bottle 
Bar.’ Naturally, in addition to racing, the other 
topics of common interest for all of them used to be 
the daily happenings in the’ respective banks. They 
used to talk about sub-accountant, P. Smith or the 
accountant, Golwala, who depended too much on the 
ledger-keepers and other clerks, and signed almost 
anything that was placed before them by their 
favourite clerks. 

The reckless manner in which they lived soon 
brought them face to face with the difficulties that,, 
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confront the improvident. They were soon a 
head and ears in debt and were mercilessly haras 
by their creditors who had by now found that I 
amounts due from all these bank clerks were aliri 
bad debts. As a last resort the creditors threatene^i 
approach the Banks’ authorities if the debts werei 
substantially reduced within a month. Realisii 
that the creditors were now desperate and if they 
not satisfied within the period allowed by them, (fc 
would approach the authorities, which of course nits 
summary dismissal, each asked the other to helplii 
in his hour of need. But every body hsippened 
be worse placed than the other. None of them a 
individually do anything to help his friends. ‘ 
situation demanded immediate action and the eas 
way they could think of in their limited sphere 
activities, was to defraud the banks by managing 
get forged cheques cashed at their banks. 7 
would necessitate: 

1. Obtaining information about the big i 
counts which were rarely operated, 

2. Securing help from some of the membcrj 

the staff in getting such cheques passed! 
officers, and 

3. Getting a supply of blank cheque form 

Being Bank clerks, working on ledgers, 

experienced no difficulty in obtaining inform 
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about the dormant accounts. Every member of the 
'gang was prepared to pass forged cheques if they 
were drawn on any account in his ledger. The ob- 
taining of cheque books presented a little difficulty, 
Tt was risky for anyone of them to call directly at 
another bank and ask for a cheque book in the name 
iof some client. As experienced ledgerkeepers they 
knew that the applications received by post were not 
generally scrutinised very carefull)^ and any one of 
them could induce his officer to issue a cheque book 
provided the application was sent by post with a 
plausible excuse. In accordance with this plan 
Shanker went to Delhi and wrote to the City Bank 
In the name of a valued constituent, whose account 
was., rarely operated upon, asking for a cheque book 
and stating that he had forgotten liis cheque book at 
Bombay. When he had secured the cheque book he 
returned to Bombay. Then Fernandes went to 
Nasik and wrote to the Orient Bank asking for a 
new cheque book in the name of an old client whose 
account was running in the ledger on which Shanker 
was working. Here an excuse that he had come to 
recoup his health, was given while asking for a new 
olieque book. When the two members of the con- 
ipiracy had obtained cheque books from the two 
aanks, Pasikaka went to Poona and got a third cheque 
oook. When they had obtained three cheque books 



22 


BANKING FRAUDS IN INDIA 


they started drawing on one another's bank. 
cheques were drawn on accounts in the ledgers ir 
tained by the members of the conspiracy, they ci 
easily get the cheques cashed. In this manner, 
,drew about a lac of rupees from the banks. 

The game could not go on long. Unfortunfi 
Fernandez fell ill and could not attend the office.' ] 
ing his absence Haji Ghulam Hussain, proprieto 
Messrs. Moor Mohd, & Co., who had just retiii 
from a pilgrimage, called at the bank and wante 
draw some money. When he found that the bale 
to his credit was much less than what it should li 
been, he wanted to know what amounts had l 
debited to his account. The customer was giver 
inspection of his account. He demanded that 
be shown the cheques which had been debited 
his account. As soon as the cheques were produ 
he pronounced them as forgeries and said tlia 
cheque book containing these numbers was nc 
issued to him. When the application for clici 
book was taken out, it was found that it was ati 
dinary letter which purported to have come fr 
Haji Ghulam Hussain from Delhi. The clienti 
no difficulty in convincing the manager that hei 
away to Arabia and could not have been in Delhi 
tliat time. 

“ Mr. Smith, it appears that you have f)i 
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blindly signing anything that these people have been 
putting before you. You do not seem to have been 
following any of the instructions laid down for the 
department. Tell me what has happened to the in- 
timation which must have been sent to the permanent 
address of Messrs. No or Mohd, & Co., when the cheque 
book was issued on the strength of a letter from 
Delhi. I would like to know whether you compared 
the signatures on the cheques yourself, when you 
passed all these cheques for big amounts/’ thundered 
the Manager. 



KEYS OF SAFES AND STRONG 
ROOMS 

Bhalla, 'I am not yet well and it is vci 
painful if 1 try to walk. You just take tlie 
keys, put back the cash and lock the strong room," 
Mr. Ram Lai, agent of the Popular Bank \\l 
said these words to the accountant, continued to I 
ill for some time more. The accountant could rc 
every time come to receive and to give back 
keys. A practice, therefore, developed of the kei 
being sent and received through the jamadar. NoJ 
imagined at the time that the manner in which tlJ 
had departed from the strict instructions that 
officer in charge -of the particular keys should mail 
tain exclusive possession of the same at all tim| 
would entail disastrous consequences to all c ^ 
cerned. 

Opportunity very often tempts weak men 
commit crime. It was no wonder that the jame 
who frequently got possession of one of the inif 
tant keys of the bank’s strong room, should hi 
thought of securing possession of the other key a 
getting duplicates made. The Agent’s key he v 
getting so often. He had no difficulty in getting^l 
duplicate made for the same. His problem was 
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abtain an impiession of the key kept by the aishiei-. 

He was on the look out for a chance to carry out 
lis design. He had not to wait long for such 
in opportunity. One summer afternoon, when the 
cashier went to take his lunch in the tiffin room, he 
;ook off his coat and hung it on the wall. When he 
inished his meals :and 'returned to the cash depart- 
:Tient, he forgot to take the coat with him. After a 
cime, when he required the keys of the strong room, 
Jhe remembered that the kej'^s were lying in the 
pocket of his coat he had left in the tiffin I’oora. He 
asked the jamadar to fetch his coat from the room. 

As the jamadar picked up the coat in haste, the 
keys dashed against the wall. The jamadar who was 
watching for such an opportunity, at once took an 
Impression of the key before he delivered the coat to 
tlie cashier. Possessed of the impressions his 
iie:xt step was to get the duplicates made. This he 
ficcomplished with the help of a black-smith friend 
of his. 

Now if he could be alone in the Bank premises 
fo r some time, there could be nothing between him 
and the Cash. He had, therefore, only to wait till 
the next holiday when there would be no body at the 
Bank excepting him and the sentry. 

When the day came, he managed to send the 
sentry away for some time on some pretext, and 
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during that period with the lielp of the duplicate : 
removed currency notes for over two lacs of rup. 

When the Bank reopened, the Agent, the Acc 
tant, and the cashier, all were surprised to fir 
large amount missing from the cash which they 
counted and closed on the last working day, be 
the holiday. 

The matter was reported to the police. F 
time they were unable to find any clue. It appej 
that they had dropped the matter and that it 
going to be one of those mysteries which were nc 
to be solved. This led the jamadar to believe t 
the police had given up the search for the culp 
He, therefore, started spending lavishly from his n 
found wealth. 

In fact, the investigation had been transfen 
to the C.I. D. They were secretly watching t 
behaviour of every member of the staff. The jamada 
changed way of living aroused suspicions in the tnii 
of the investigating officer. 

When the jamadar found that the police u 
seriously after him he confessed how he took a; 
vantage of the inability of the officers to comprelitt; 
the consequences of allowing the bank’.s keys tr ■ 
into the hands of unauthorised persons. 
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He could not raise sufficient funds to make 
up this loss and therefore, when he was ready with 
the next remittance for the like amount on the 
29th October, 1931, just after the Diwali holidays, he 
thought of trying to pass on the loss to the Bank. 
He prepared a paying-in-slip crediting Rs. 2,000/- to 
the account of Jawaharlal Gopikrishan but in the 
counterfoil he wrote 24'‘10-1931 instead of the cor- 
rect date, 29-10-1931, and Shivnarain Ramchand in- 
stead of Jawaharlal Gopi Krishan, 

The police wanted to verify his statement. They 
therefore put the counterfoil purporting to be dated 
24-10-1931 with the paying- in-slip dated 29-10-1931 
and holding it against the light found from the 
water mark that the counterfoil really belonged to the 
voucher dated 29-10-1931, 

No body could have dared to put forward such 
a claim against the Bank,- had it been stamping the 
counterfoils with a rubber stamp which indicated the 
date and which was placed in such a manner over the 
perforation that a part of the rubber stamp ran oyer 
a portion of the voucher also. 



SPECIMEN SIGNATURES 


I was appointed in 1926 on Rs. 30/- pei 
month, I have put in five years’ service but dut 
ing this period I have not been given any increment 
Ihave alarge family to support andfind it increasing 
ly difficult to make both ends meet. I shall be high]) 
grateful to you if you will consider my case sympa 
theticalJy,” entreated Mr. Gulati, a savings bank ledgp 
keeper at the head office of tiie Prabhat Bank Liinitei 
'‘I am sorry the times are very hard and nothin 
can be done for yon. Other banks are either sendin 
away a number of people or are drastically reducin, 
their salaries. You should appreciate the kindnes 
our bank has shown in leaving your salaries in tac 
without dispensing with the services of any of d 
members of the staff,” was the disappointing reply t 
the Manager, 

For some months past Gulati had been actuallj 
finding it very difficult to provide his family will 
the bare necessities of life, The illness in the undei 
fed and underclad family was growing. Pie coni 
not think of any item in his budget which could ij 
curtailed to effect economy to enable him to live witlii 
his means. Every succeeding month of his mis^ 
able existence meant getting deeper into debt. 
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In the morning when he had approached the Mana- 
ger he was in a desperate frame of mind. The winter 
had set in and he had no money even to buy a little 
warm clothing for his wife and children. 

In the evening when he wearil}'' dragged himself 
home, the first news that he got was that two of his 
children were lying unconscious with high fever. 

“ I cannot bear the agonies of the children. 
Please call in the doctor," pleaded his wife. He 
could not show his face to his old doctor ; because 
he had not been able to pay any of his long outstand- 
ing bills. Sending for any other doctor meant hav- 
ing Rs. 5/- ready. 

In the office there was absolutely no chance of 
his getting any increment which would give him 
some relief. At home he could not bear his children 
dying before his eyes for want of medical aid due to 
his poverty. 

Gulati could not get sleep the whole night. He 
kept tossing restlessly in the bed. When he got up 
late next morning he was not the same broken 
clerk that had trudged home from office the previous 
evening. He had the bearing of a man determined 
to overcome all difficulties by means fair or foul. 

Very regular in his attendance, Mr. Gulati was a 
hard working youth always willing to oblige every 
body in the Bank. He would offer to assist his officers 
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in checking totals and interest calculations, itiek] 

by the ledger keepers in the saving bank clepartmen 
and his officers required little • persuasion to pass o: 
such work to hinii Things thus went on foi ycars^ 
During the mont of September, 1933, Mr. Giilaj 
suddenly fell ill. In this condition he persisted ij 
attending the office for four days but on the fift! 
his greatly weakened health did not allow him tt 
leave the bed. Mr. Bakshi was deputed to work ii 
his place. 

Mr. Lalubhai — a saving bank depositor of th 
Prabhat Bank Ltd, presented a withdrawal to Mr, 
Bakshi, but was startled to hear that his balance wq 
^sufficient to meetthe cheque. He straightaway wer^ 
0 the Manager and explained to him that though lii 
)assbook showed a balance of Rs. S,000/~, hischequ 
for Rs. 5U0/- presented to the new ledger keeper m 
being returned unpaid for want of sufficient funds, 
“For the last three years I have been away t 
Japan and have had no occasion to withdraw even: 
single pie from my account,” cried the depositor. 
On referring to the account it was noticed tlu 
there were a number of withdrawals during the h 
three years. The Manager then sent for the voucher 
to be produced for the inspection of the client. Tfc 
signatures on the withdrawals appeared to correspoit 
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jre Card. The Manager, thereupon hinted to the 
epositor that he might be making some mistake, 
'he depositor emphatically declared that the speci- 
leii signature card produced for comparison was not 
le original card he had signed, at the time of opening 
le account. He asked the Manager to refer to his 
riginal application and to the withdrawals he had 
lade before leaving for Japan, 

Even a cursory glance at these papers could 
low that the Specimen Signature card originally 
gned by the depositor had been replaced to 
Lcilitate unauthorised withdrawals. When the 
anager investigated the matter he came across 
number of other accounts where the ledger keeper 
rd played the same trick. 

The officer was not attesting the customers’ 
gnatnres on the specimen signature cards and was 
Dt careful in keeping these cards exclusively in, his 
vn possession. Mr. Gulati could, therefore, replace 
le specimen signature cards in a number of accounts, 
Mr, Gulati was not doing the whole thing single- 
inded. He had an accomplice in a friend. This 
iend was operating upon live different accounts 
ider assumed names which were carefully chosen 
\ that all of tliem appeared in the ledger which Mr, 
ulati was managing. Mr. Gulati was passing forged 
ithdraWals from a number of accounts and was 
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transferi'ing the amounts to one of the five bt 
accounts wherefrom he was withdrawing the aiuo 
with the help of his friend. 

His porcedure of manipulating the accoi 
was found to be somewhat as follows : 

On the depositor's account (say appUcal 
No. 5553) he would present a withdrawal say 
Rs. 500/- bearing signatures which correspon 
exactly to the specimen on the card with whicl 
had replaced the original. He would credit the aiiio 
of this withdrawal to one of the five bogus accoi 
operated upon by his friend. The money wt 
then be withdrawn from the bogus account. If a 
some time the depositor (No. 5333) turned up 
withdraw some money, he would transfer Rs. 51 
from another savings bank account (say applica: 
No. 3333 where also he had replaced the specij: 
signature) to this account (application No. 5333). 
this way Mr. Gulati continued manipulating the 
counts till the end of the half year. 

At the end of each half year he was natiit 
afraid of the depositors coming with their pass bo 
to have the amount of interest allowed on thcii 
counts, posted in their pass books. But Gulati I. 
clever way of safeguarding himself even against 
exigency by manipulating the books and makiii^^ 
the amounts he had withdmwn. 
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After the officer had checked the half yearly in* 
2re3t sheets, but before the sheets were totalled, he 
>'puld change the figure of interest in the five bogus 
ccounts referred to above. For instance, if by correct 
iJculations, the amount of interest came to Rs, 28/4/- 
s would raise the figure say to Rs, 1,128/4/-. In this 
ay he would manage to get four to five thousand 
ipees by manipulating the five accounts according 
I his requirements. As the amount of interest was 
rectly debited to profit and loss account, there 
as no further check on such debits. The Bank 
)uld not know of the amounts he had surreptitiously 
■awn so often, until the withdrawal presented by Mr. 
alubhai put tlie Bank on enquiry. 



PRECAUTIONS NECESSARY WHl 
HANDLING CASH OUTSIDE THI 
BANK PREMISES 

Police Officer— "Mr. Manager, it is a pity that 
cannot tell me the real full nani( 
the man. You do not seem to li 
any idea about his native place, 
task would have been much ensieil 
you got his photograph. As it is, 
only information that you have b 
able to give me about the man, is( 
he has run away with your money. 

In the busy season most of the banks in k 
used to borrow large sums of money from 
Premier Bank, There were occasions when I 
had to borrow lacs of rupees at a time. The 
of getting cash from the Premier Bank was entri) 
to an ordinary employee in the cash departin 
He was generally accompanied by a sentry w 
gun but in many cases he was accompanied k 
ordinary peon of the Bank. 

The Modern Bank one day wanted to get ftt 
amount of cash from the Premier BanI 
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ent a cashier and a peon to get it. The cashier re- 
ceived payment of the cheque at the Premier Bank 
^ihd was returning to his bank with the cash. It was 
jis usual tea time when he passed a restaurant. He 
lad already been out of the Bank for a pretty long 
jjtne. He thought it would be better if he finished 
kith his tea while on his way to the bank and did 
iot bother the office to relieve him again for tea 
i^hen he had returned to the ofiice after being away 
0r a long time. With this intention the poor fel- 
iw entered the shop to enjoy a cup of tea. Before 
ding so, he gave the cash which was with him, to 
he peon and asked him to wait outside with the 
ag containing notes. 

When the cashier came out, lie found to his 
urprise that the peon was not there. Thinking that 
e might have proceeded to the Bank which was not 
try far off, he hurried to the Bank. When he learnt 
hat the peon was not there, he became very nervous 
nd reported the matter to the Chief Cashier and the 
lanager. Two persons were at once posted at the rail- 
way station to see that the culprit did not catch the 
:ain leaving the town. The police were also in- 
iirmed. The rogue had, however, laid his plan pretty 
^ell. He had anticipated that he would find it diffi- 
uU to run away from the local railway station. He, 
herefore, got into a lorry going to a village about 



18 frauds IN INDIA 

30 miles away. When he reached that village 
canght a train and made for the opposite end of Inc 
The police asked for a photo of the man i 
wanted to know the village and the district to wli 
he belonged. The Bank could not furnish any 
the particulars which could help the police. 



REQUESTS FOR BLANK CHEQUE 
BOOKS 

PPORTUNITY is sometimes the mother of 

crime. Well-organised banks had this idea fore- 
nost in their minds while laying down their systems 
cliecks and balances. If these systems are follow- 
:d as rigidly as they are intended to be done, they 
vill leave absolutely no chance for fraud. 

Shanker, Fernandez, Pasikaka and Ahmed were 
vorking in four different banks namely, the Orient, 
he City, the Northern and the Model. They had all 
I’ambled away what little they had possessed and were 
leavily in debt. 

Their friendship started on the Race Course. It 
leveloped during their meetings at the ' Big Bottle 
3ar.’ Naturally, in addition to racing, the other 
opics of common interest for all of them used to be 
he daily happenings in the’ respective banks. They 
ised to talk about sub-accountant, P. Smith or the 
•ccountant, Golwala, who depended too much on the 
edger-keepers and other clerks, and signed almost 
.nything that was placed before them by their 
avourite clerks. 

The reckless manner in which they lived soon 
icought them face to face with the difficulties that,, 
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confront the improvident. They were soon 
head and ears in debt and were mercilessly hara 
by their creditors who had by now found that 
amounts due from all these bank clerks were ah 
bad debts. As a last resort the creditors threaten< 
approach the Banks’ authorities if the debts were 
substantially reduced within a month. Reali 
that the creditors were now desperate and if they \ 
not satisfied within the period allowed by them, | 
would approach the authorities, which of course nn 
summary dismissal, each asked the other to help! 
in his hour of need. But every body happenet 
be worse placed than the other. None of them co 
individually do anything to help his friends. 1 
situation demanded immediate action and the easi 
way they could think of in their limited sphere 
activities, was to defraud the banks by managing 
get forged cheques cashed at their banks. T) 
would necessitate: 

1. Obtaining information about the big ij 
counts which were rarely operated, 

2. Securing help from some of the membcrj 

the staff in getting such cheques passed 
officers, and 

3. Getting a supply of blank cheque forms, 

Being Bank clerks, working on ledgers, tl 

experienced no difficulty in obtaining informati| 
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about the dormant accounts. Every member of the 
gang was prepared to pass forged cheques if they 
were drawn on any account in his ledger. The ob- 
taining of cheque books presented a little difficulty. 
It was risky for anyone of them to call directly at 
another bank and ask for a cheque book in the name 
of some client. As experienced ledgerkeepers they 
<new that the applications received by post were not 
generally scrutinised very carefull)^ and any one of 
hem could induce his officer to issue a cheque book 
orovided the application was sent by post with a 
slausible excuse. In accordance with this plan 
Shanker went to Delhi and wrote to the City Bank 
n the name of a valued constituent, whose account 
vas, rarely operated upon, asking for a cheque book 
nd stating that he had forgotten liis cheque book at 
3ombay. When he had secured the cheque book he 
eturned to Bombay. Then Fernandez went to 
^asik and wrote to the Orient Bank asking for a 
ew cheque book in the name of an old client whose 
c count was running in the ledger on which S hanker 
ms working. Here an excuse that he had come to 
3coiip his health, was given while asking for a new 
heque book. When the two members of the con- 
oiracy had obtained cheque books from the two 
anks, Pasikaka went to Poona and got a third cheque 
Dok. When they had obtained three cheque books 
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they started drawing on one another's bank. As t 
cheques were drawn on accounts in the ledgers mai 
tained by the members of the conspiracy, they cou 
easily get the cheques cashed. In this manner, thi 
.drew about a lac of rupees from the banks. 

The game could not go on long. Unfortunate 
Fernandez fell ill and could not attend the office.' I3j 
ing Ills absence Haji Ghulam Hussain, proprietor« 
Messrs. Noor Mohd, & Co., who had just retuuifi 
from a pilgrimage, called at the bank and wanted 
draw some money. When he found that the balar 
to his credit was much less than what it should ha 
been, he wanted to know what amounts had , be 
debited to his account. The customer was given; 
inspection of his account. He demanded that ! 
be shown the cheques which had been debited; 
his account. As soon as the cheques were produK 
he pronounced them as forgeries and said tliah 
cheque book containing these numbers was nci* 
issued to him. When the application for clie^ 
book was taken out, it was found that it was ati; 
dinary letter which purported to have come 
Haji Ghulam Hussain from Delhi. The clientt 
no difficulty in convincing the manager that hev 
away to Arabia and could not have been in Delhi 
tliat time. 

“ Mr. Smith, it appears that you have 
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)Jindly signing anything that these people have been 
putting before you. You do not seem to have been 
following any of the instructions laid down for the 
department. Tell me what has happened to the in- 
timation which must have been sent to the permanent 
address of Messrs. No or Mohd, & Co., when the cheque 
book was issued on the strength of a letter from 
Delhi. I would like to know whether you compared 
the signatures on the cheques yourself, when you 
passed all these cheques for big amounts,” thundered 
the Manager. 



KEYS OF SAFES AND STRONG 
ROOMS 

Bhalla, 'I am not yet well and it is vi 
painful if 1 try to walk. You just take tin 
keys, put back the cash and lock the strong room," 
Mr. Ram Lai, agent of the Popular Bank \\ 
said these words to the accountant, continued to 
ill for some time more. The accountant could r 
every time come to receive and to give back t 
keys. A practice, therefore, developed of the ke 
being sent and received through the jamadar. Noi 
imagined at the time that the manner in which tlw 
had departed from the strict instructions that \\ 
officer in charge -of the particular keys should mai: 
tain exclusive possession of the same at all 
would entail disastrous consequences to all coj 
cerned. 

Opportunity very often tempts weak mei. 
commit crime. It was no wonder that the jan 1 e^ 
who frequently got possession of one of the imp 
tant keys of the bank’s strong room, should lis 
thought of securing possession of the other key a 
getting duplicates made. The Agent’s key he w 
getting so often. He had no difficulty in gettiiifl 
duplicate made for the same. His problem was 
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obtain an impiesston of the key kept by the aishier. 

He was on the look out for a chance to carry out 
Uis design. He had not to wait long for such 
an opportunity. One summer afternoon, when the 
cashier went to take his lunch in the tiffin room, he 
f:ook off his coat and hung it on the wall. When he 
flnished his meals :and 'returned to the cash depart- 
ment, he forgot to take the coat with him. After a 
time, when he required the keys of the strong room, 
Jhe remembered that the kej'^s were lying in the 
pocket of his coat he had left in the tiffin I'oora. He 
asked the jamadar to fetch his coat from the room. 

As the jamadar picked up the coat in haste, the 
keys dashed against the wall. The jamadar who was 
watching for such an opportunity, at once took an 
impression of the key before he delivered the coat to 
tlie cashier. Possessed of the impressions his 
next step was to get the duplicates made. This he 
ficcomplished with the help of a black-smith friend 
of his. 

Now if he could be alone in the Bank premises 
fo r some time, there could be nothing between him 
and the Cash. He had, therefore, only to wait till 
the next holiday when there would be no body at the 
Bank excepting him and the sentry. 

When the day came, he managed to send the 
sentry away for some time on some pretext, and 
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during that period with the lielp of the duplicate I 
removed currency notes for over two lacs of rup^ 

When the Bank reopened, the Agent, the Accc 
tant, and the cashier, all were surprised to fin, 
large amount missing from the cash which they 
counted and closed on the last working day, be< 
the holiday. 

The matter was reported to the i)olice. Fc 
time they were unable to find any clue. It appeal 
that they had dropped the matter and that it 
going to be one of those mysteries which were nei 
to be solved. This led the jamadar to believe tl 
the police had given up the search for the culpj 
He, therefore, started spending lavishly from his m 
found wealth. 

In fact, the investigation had been transfens 
to the C.I. D. They were secretly watching d 
behaviour of every member of the staff. The jamadJ 
changed way of living aroused suspicions in the tnij 
of the investigating officer. 

When the jamadar found that the police Wf| 
seriously after him he confessed how he took J 
vantage of the inability of the officers to compreliJ 
the consequences of allowing the bank’.s keys to J 
into the hands of unauthorised persons. 



,^^VANCES AGAINST LIFE POLICIES 

I® peculiar case in which the Great National Bank 
^ had to refund to Manorma Bai the amount they 
had received from the insurance company on account 
of a policy which was duly assigned in their favour, 
illustrates how the bankers have sometimes to face 
risks from quarters where they least suspect them. 

Shanker Vasdev was the head clerk in a big 
European firm, which had its office on the first floor 
of the building, the ground floor of which was occu- 
pied by the Great National Bank. The firm was 
keeping a big account with the .Great National Bank. 
Mr. Shanker Vasdev had frequently to go to the Bank 
in connection therewith. He had introduced a num- 
ber of clients of his firm to the Bank. The Bank 
officers were, therefore, anxious to oblige him. 

For celebrating the marriage of his daughter he 
was required to borrow money. He took an advance 
ef Rs. 4,000/- from the Great National Bank against 
[iis policy for Rs. 10000/-. Within a year of his 
:aking the advance, he died. At the time of his 
leath he owed Rs. 3,300/- to the Bank. As the assign - 
nent was registered with the Insurance Company, the 
Sank had no difficulty in getting the money on pro- 
lucing proof of his death. 
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A few months later the Bank waH surprised 
receive the following notice from Messrs. Goodh^ 
and Smart, solicitors of Manormii Bai, widow oft' 
late Mr. Shanker Vasdev; — 

"We are instructed by onr client Mrs. Mauorn 
Bai, widow of the late Mr. Shanker Vasdev to ^ 
upon you to refund to her the amount of Rs, 10,397/(i 
received by you from the World Insurance CoiiijM! 
on account of policy No. A00510 on the life of the l| 
Mr. Shanker Vasdev. From your letter No. G L 7/]| 
dated 17th August, 1936, addressed to onr clientj 
appears that you are relying upon the ussigmiil 
dated 17th May 1934 made by Mr. Shanker Vasdevl 
your favour and registered with the Ini>uranee Col, 
pany on the 20th of May of the same year. o| 
client is holding a regular assignment on a Htanii 
paper bearing date 15th January, 1932. We may pci; 
out that the assignment takes priority acconling tof 
date of its execution and not according to the datel 
its registration with the Insurance Company. 

Our client is, therefore, entitled to preccdei^? 
over you in respect of the monies due from tlieil 
s nuance Company under tlie policy referred to abojiv 
Please, therefore, take notice that unless you pay! 
amount to our client before the end of this mol- 
and obtain a clear receipt from her, onr client s|| 
be at liberty to take sncli steps as she mavl’ 
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idvised and you will be held responsible for all costs 
ind consequences.” 

The Bank contested the claim but lost it. 

The borrower was dead and nobody could say 
jxactly what was his idea in executing an assignment 
n 1932 and allowing it to lie among his papers with- 
)iit getting it registered with the Insurance Company, 
/ery likely, when he had got the document drawn up 
le was thinking of assigning the policy to his wife, 
leing in good health and expecting that he may have 
D pledge the policy, he had deferred getting the pre- 
ions assignment registered with the Insurance Com- 
lany. 

It is said that iJ‘ tiie Great National Bank had 
Ucen a declaration from Mr. S hanker Vasdev that 
le policy was not previously assigned, they would 
ave been in a position to challenge the genuineness 
f the borrower’s signature on the assimiment nrn- 
uced by Manorma Bai. 



COLLECTING FOR CUSTOMER, 
CHEQUES DRAWN IN FAVOUR 
OF THE BANK 


“ 'SVe cannot altoic one and the same man k 
prepare a voucher^ pass it and even to revent 
If. These duties in list he definitely distributed. 
The voucher must be prepared by a clerk ff/iJ 
passed by an Officer. In case any entry is n- 
qtiired to he reversed, the reversinft voucher 
be approved by the Manaf^er, anti by him- alone." 

(From Hie repoH of {he Inspeclnr 

of Ihc Oricnl Bank} 

Mr. Aaderson was the Chief Accountant of tlie 
Orient Bank. Brokers coining to him every da) 
in connection with the Bank's business, persuaded 
him to take interest in speculation on the stock ex- 
change, They put through all his deals without 
asking for any deposit by way of margin. 

When his transactions were small hisprolitsor 
losses were also small, U nfortunatelj', he was tempted 
into purchasing a large block of government promis- 
sory notes. The security not only failed to appreciate 
but declined heavily in price and he was between 
Rs. 15,000/- to Rs, 16,000/- to the bad. He made good 
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j;he loss by borrowing from his friends. In course 
time, when they began to demand back the monies 
lent by them, he started speculating on a still larger 
jcale in the hope of recouping the losses he had siis- 
ained. But as luck would have it, this time his los- 
es happened to be greater than before. He had 
Iready exhausted all his private resources and could 
lot further borrow even a few hundred rupees from 
ijs friends. When the brokers began to press him to 
.^iiare up his account by paying the differences, he 
511 nd himself in a very embarrasing position. 

As a last resort, he hit upon an idea of raising 
eniporary loans' by manipulating the Agency ac- 
>ii nts. He knew, that the unauthorised entries he made 
any of these accounts will not be detected, When- 
r&t he required money he debited the account of one 
anch, Ho amount remiUed,' passing the corresponding 
edit to the Premier Bank's account. Against this cre- 
t, he used todi'awa cheque on the Premier, in favour 
the Royal Bank, where he maintained his personal 
count. When the entry to the debit of one branch 
count became coippavatively old, he would pass it 
I to another brancli by debiting the amount to the 
w account and crediting it to the account of the 
inch i>reviously debited. In this way an individual 
try would never remain outstanding in one branch 
count for a long time. The new debit would, after 
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some time, be again transfer fed to a fresh aecon 
and so on. 

The Orient Bank had taken special precautic 
against unauthorised drawings by its officers on 
accounts with other banks. Two authorized olTio 
were required to join in signing every cheque dra\ 
on the Orient Bank's account with other banks. 

Mr. Anderson’s position gave him certain ndva 
tage over inexperienced and unsuspecting juni 
officers in his Bank. He would send the cheque ■ 
one of them with a voucher debiting some bran: 
for amount remitted”. The Officer would tal 
the amount with the voucher and would unhesitating;^ 
sign the cheque in favour of the Royal Bank. Havir, 
thus obtained the signature of another officer, his 
of cashing the cheque was easy. 

He used to send tlie cheque to the Royal 13: 
with a covering letter asking them to place thcp 
ceeds to the credit of his personal account. 1 
Royal Bank would have hesitated to collect sii 
cheques, had they been signed by Mr. Anderson aki 
But, because the cheques were countersigned i 
another officer of the bank, they were put off tf 
guard and saw nothing irregular in the chequesi' 
went on collecting a number of such cheque.s. 1 
Inspector of the Orient Bank discovered the fd 
The Bank authorities sued the collecting bank 'I 
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‘ conversion/ and though the latter took the case to 
the highest court, they lost it and had to pay to the 
Orient Bank, rupees one lac thirty-seven thousand, 
the aggregate amount of the cheques collected for 
Mr. Anderson. 

The case awakened the banks to the responsibili- 
ties of the coUsctin^- hanher. 



CHANGING OF VOUCHERS 


“|^|rdeshar & KeJkar are absent in the Current Di 
partment today, Ram Parshad, you please leav 
the savings bank department and work on the curren 
ledger No; 3, " ordered the Manager. 

Any savings bank ledger-keeper would havi 
taken this as a pat on his back. But, whatever Ran 
Parshad might have thought about this complimen: 
to himself, he hesitated in accepting the change i: 
*his duties. 

“ Sir, I shall manage the whole of the saving 
bank department, if you like, but I do not feel cod- 
iident to work on current account ledger,” appeals 
Ram Parshad. 

As the other man working in the savings L...,. 
department was not capable of working independent! 
ly on the current accounts' ledger, the Manager d| 
not alter his instructions and Ram Parshad hiv' 
go and work on current accounts’ ledger. 

In the afternoon, Mr. Gokhale, a savings bad | 
depositor presented a withdrawal for Rs. 500/- on liii j 
account and handed over the pass book. When the licit | 
ledger-keeper took the pass book for posting the m\\i - 1 
drawal, he found that the last entry dated 12/12/1931 j 
for Rs. 1,200/- appearing on the credit side in the pas j 
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Dook, was not posted in the account, in the ledger. To 
be sure he asked Mr. Gokhale how he happened to have 
an entry of Rs. 1,200/- in the pass book when it did 
not appear in the ledger, 

“ What do you mean by saying that the entry 
does not appear in the ledger ? Do you mean to say 
that I have faked this entry and got your officer to 
sign it blindly ? Take me to the officer, I refuse to 
talk with you," were the words of the excited client. 

The Officer heard what Mr, Gokhale had to say. 
He had a look at the pass book. It was clear, be- 
yond doubt, that the signature was his own, He • 
had never signed any entry in a pass book witliout 
looking to the relative voucher. He could not be- 
lieve that he had madq a mistake. How, then, could 
it have happened that the entry did not appear in 
the ledger 1 He sent for Ram Pamhad and asked 
him to look into the discrepancy and find out whe- 
ther there wtis any inivsposting. In the meantime, 
the vouchers for 12/12/1931, which the officer had 
sent for, were received. He turned over the vouchers 
and found that the only voucher Tor Rs. 1200/- ou 
that da)^, was for the savings bank account of one 
Ram Nath Kapur. Mr. Gokhale did not appear to have 
deposited anything on that day. 

Ram Parshad tried to make the officer believe 
that it was Mr. Ram Nath Kapur who had really 
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deposited Rs. 1,200/- on 12/12/31 and the entry 
wrongly made in the pass book of Mr. G ok hale 
was trying to make capital out of this inispostin 
his pass book. 

Mr. Gokhale would not have any of tl 
explanations. He simply snatched the pass 1 
from the officer and rushed to the Manager's ro 
The Manager gave a patient hearing to the compli 
of Mr. Gokhale and assured him that, if he 
really deposited the money, he need not fear. 'J 
soothed the ire of Mr. Gokhale and he offered 
wait for sometime till the Manager could give liii 
satisfactory reply. 

While the customer was talking to the Mana| 
Mr. Ram Parshad reassured the officer of the sfiv 
bank department that it was a simple cast: of n 
posting in the pass book and offered to fel 
Ram Nath Kapur, so that they could produce li 
before the Manager and have the po.sition cleared, 

The Manager sent for the Officer, who explain 
how he had looked into the ledger, the pass bo 
and the vouchers and had found that there was on 
one entry on that day for Rs. 1200/- for credit) 
Mr, Ram Nath Kapur. He further added that hek 
sent Ram Parshad to bring Mr. Ram Nath Kapittl 
the Bank with his pass book. 

Hours passed and neither Ram Par.shad m 
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Mr. Ram Nath Kapur appeared, “Who is this 
Ram Nath Kapur?” queried the Manager, “Look up 
, his address in the ledger and send the jamadar to 
iind out wily lie has not turned up so far.” 

Until the jamadar returned, the Bank officials 
believed tliatthis was a genuine caseof niisposting but 
the januidar’s report that there wiis nobody named 
Ram Nath Kapur in that locality, made them suspect 
that there was something wrong about this affair. 
Their suspicion was confirmed by the disappearance 
of Rain Parshad. The matter had, therefore, to be 
taken up in right earnest and the mystery of the 
disappearance of the credit had to be solved. 

The clue was furnished by the account of 
Mr. Ram Nath Kapur. Vouchers relating to all the cre- 
dits in his account were taken out. They all showed 
that the credits were on account of charing cheques. 
From the clearing register the names of the drawee 
^anks were ascertained find an ofiicer was instructed 
:o go to the various banks and find out full particulars 
)f the cheques, proceeds whereof had gone to the 
iredit of Ram Nath Kapur's account. The enquiry 
lis closed that the penultimate endorsement on 
very cheque, was an endorsement in blank, made by 
Afferent persons and in the case ,of the cheque foi- 
ls. 1,200/- by Mr. G ok hale. It was further noticed 
hat the last endorsement was invariably that of 
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Ram Nath Kapui'. 

When this enquiiy was going on certain o{ 
complaints of similar nature were received and 
Bank fearing that all the credits in the account 
Ram Nath Kapur might have been fraudulently , 
tained, wrote to all the depositors whose nati 
appeared as penultimate endorsers on the cheqi 
received for credit of this account, to call at the Ba 
with their pass books. Unfortunately, the fears 
the Bank were confirmed and they had to make go 
the loss to all the depositors. 

The method adopted by Ram Parshad in fraud 
lently arranging to transfer the amounts of cheqa 
received for credit of various depositors, to the bog 
account he had opened in the name of Ram Ns: 
Kapur, was as follows : — 

Whenever a savings bank depositor came toll 
Bank with a cheque for' over a thousand rupees,! 
would ask the depositor to simply sign liis naiiiet 
the back of the cheque explaining to him thatar 
addition to his endorsement might make it irreguir 
In this way he managed that the cheques handed (c 
collection at the Bank were endorsed in blank. \ 
would then make an entry in the customer's pd 
book and get it signed by the officer. Ram ParsW 
would return the pass book to the depositor, at 
would substitute the depositor's paying-in-slip ' 
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flHOthef paying-in-slip crediting the amount of the 
che{]ije to the account of Ram Nath Kapur. I-Ie was 
operating upon this account himself. As tlie system 
in his Bank allowed the ledger keepers to receive the 
cheques directly from the customers to be handed 
over to the clearing clerk, he found no difficulty in 
destroying the original paying-in-slip and replacing it 
by a fresh one crediting the amount to the account of 
Ram Nath Kapur. Ram Parshad wfis taking care to see 
hat he converted to his own account, run under the 
laine of Ram Nath Kapur, only tliose cheques in which 
he last endorsement was an endorsement in blank. 
)n such cheques he would hhmelf \^\\i one more 
ndorsement in the name of Ram Natli Kapur, before 
landing them over to the clearing clerk. The officer 
nssing the ‘clearing’ would, on the strength of tlie 
ist endorsement, sign the voucher conve3dng the 
red it to the bogus acco unt. 

Withdrawals on the bogus account were signed 
y Ram Parshad himself, but were presented for 
icashment at the Banlc by his accomplice. 



CUSTODY OF UNUSED CHEQUE 

forms returned by 

CUSTOMERS 


S T is only a few yeais since the stamp duty on 

bills of exchange payable on demand, wiis < 

lishecl. Before that, all cheques were required t< 
stamped with one anna stamp. In those days w 
ever a customer closed his account, he use 
,eturu the unused cheques to the bank to ol 

refund of the stamps. , 

The total of stamped olie(|ue forms in 
used to appear on the assets side of the balance ; 
and the bank had to keep a regular iicoour 
every form that was received in or handed 
The account used to serve as a complete and « 
check ou the cheque forms on hand and the < 
in charge of current accounts had to preservo 
c,.ii„ the unused cheque forms returner >; 


tomcL'S. 

Tbe abolition of stamp duty bns iio 
fostered the habit of making payments by ct 
It is doubtful whether the banks have 
corresponding advantage by the growth 
habit. Many of them are now faced with tl 
blem as to how to curb the growing tendei 
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the pait even of the least important depositors, of 
every now and then, asking for much bigger cheque 
books than the operations on their accounts warrant. 
Tliese small account holders, who generally ask for 
the biggest cheque books, are ,the persons who are 
least careful to return unused cheques. When they 
receive reminder after reminder, they return the 
unused cheque forms with some servant who de- 
posits them with some clerk or chaprasi in the 
bank. It is often very difficult for the officer in 
charge of the current accounts’ department, to make 
sure that he has received all the cheque forms 
returned by the customer. 

The Prosperity B*ank was once the victim of a 
fraud perpetrated by a member of their staff, who 
managed to get hold of a blank cheque form, out of 
i unused cheques returned by one of their customers. 

On account of the enormous volume of busi- 
5 ness and the number of cheques that were presented 
::for payment every day at the Prosperity Bank, the 
Sduty of comparing the signature on the cheques 
|with the specimen on record, was entrusted to an 
iofficer, called ‘Signature checker,’ whose sole duly 
consisted of verifying signatures on cheques. The 
i^ignature Checker, when he was satisfied with the 
Igenuineness of a signature, used to put his initials 
Ion the cheque besides the drawer’s signature. After 
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the sigiiaiture had thus been verified, the cheque v 
sen^ to the ledger keeper for posting it in the ledg 
If the cheque was found to be in order and if t 
balance permitted of passing the cheque, the ledf 
keeper used to enter it in the ledger and used to f 
his initials on the cheque in token of his havi 
posted the cheque. The cheque was then sent 
the officer in charge of the current accounts, w! 
used to look to the initials of the Signature Checl 
and of the ledger keeper and used to pass it I 
payment. 

A large group of letters is more difficult to coj 
than a smaller combination. Signatures are, tliei 
fore, more difficult to forge than initials. Bitlaji, 
clever, but unscrupulous member of the staff of f 
Prosperlt)' Bank, conceived an idea of taking advi 
tage of the lacuna in the system of passing chequ; 
obtaining in the Prosperity Bank, 

One day Balaji noticed a servant danglisi^i 
turns, before the clerksonthe counter, a cheque ba 
containing a number of blank forms, to be retuTt^ 
to the Bank, and enquiring as to where it was to i 
handed over. Balaji covertly called the servai 
aside, and took from him the cheque book, saying lb 
he would make it over to the proper person. Befw 
however, delivering it to the officer in charge oft 
current accounts, Balaji took out one form. Tj 
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oflicer quietly received the cheque bpok and locked 
it up in the safe. 

After some time Balaji drew a cheque on the 
account of Ramchamlra Gajanand, forged the signa- 
ture of the customer, copied the initials of the Signa- 
ture Checker and of the ledger keeper and passed it 
on to the officer in charge of the ciirrent accounts, 
along with genuine cheques. The unsuspecting officer 
looking to what he believed to be the initials of the 
Signature Checker and the ledger keeper, passed the 
cheque in the ordinary course. 

The next morning, while checking the ledger, 
the ledger checker noticed that a cheque for Rs.2,000/- 
paid from the account of Ramchandra Gajanand the 
day before, had not been posted in the ledger. He 
wanted to get the ledger keeper’s explanation for this 
negligence, but when he found that the ledger keeper 
was on leave on that day, he made another ledger 
keeper post the cheque. Seven days after this in- 
cident, Mr. Joshi, the proprietor of the firm of 
Messrs. Ramchandra Gajanand called at the Bank and 
complained that a cheque for Rs. 2,000/- had been 
wrongly debited to his firm’s account. He pointed 
out that the cheque number mentioned in the pasa 
book, was not from the series issued to him. When 
the cheque was produced for inspection he pro- 
nounced it to be a forgery. The specimeir signature 
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checker, who was called upon to explain hov 
passed the forgery, maintained that he had n 
passed that signature and pointed out that his ini 
had been forged. ■ The ledger keeper explained 
the cheque had been posted in his ledger by s 
body else without his knowledge, and contended 
his initials on the cheque had been copied. 

As the initials had been forged, they affordet 
clue, which could enable the crime to be trace 
its author. The suspicion fell on the poor oblij 
ledger keeper who had posted the cheque in ano 
man's ledger .on the following day, at the reqi 
of the ledger checker. 



extending due dates of bills 


“^Instrument’ includes every document 
by which any right or liability is, or pur- 
ports to be, created, transferred, limited, 
exteudedj extinguished, or recorded.” 

(hrdian Stamp Act.) 


Rustomji and Nanbat Rai, the proprietors of 
Messrs. Challak & Co., were smart and painstaking 
youngmen. They were capable canvassers also. 
They had started piece-goods business on a small 
scale but on account of the regular study they made 


of the tastes of the people and of the tendencies in the 
market, they were very soon able to have a very good 
turnover. As the large quantities of goods that they 
disposed off, created confidence in their ability, most 
of the manufacturers began to send them goods on 


Dy A. terms. 

In 1930, they had ordered large quantities of 
British and Italian piecegoods and as usual taken de- 
livery of the consignments by accepting the bills 
drawn on them by foreign manufacturers. Unfortu- 
nately for them, they very soon found the country in 
the grip of the Non-co-operation movement and the 
vast quantities of piecegoods that they had imported, 
became absolutely unsaleable. They represented 
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to the manufacturers that they were not able 
dispose off the stocks on account of circumstan 
over which they had no control and requested th 
to instruct the Popular Bank, through whom 
bills had been sent for colleption, to extend the ( 
dates of the bills by two months. 

The manufacturers believed that the politj 
upheavel would soon subside. They, therefc 
appreciating the difficulties of their dealers, asked i 
Bank to, extend the due dates as desired by Mes- 
Challak & Co, The Popular Bank got the bills re 
cepted by Messi’s. Challak & Co, on the dates they 1 
due and noted the new due date on the bills. 

When the bills could not be met even on i 
extended due dates, the Bank threatened to file a s 
against Messrs. Challak & Co., for the recovery 
the money due on the bills, Messrs, C/hallak &C 
had by now found that they had lost heavily i 
those portions of the goods that they had been al 
to sell. It was clear that they could not honoural] 
meet their obligations and would have to face i 
solvency. Rather than allow the proceeds of t' 
I’femaining goods to go to the creditors, they decid' 
to keep for themselves, whatever they could get I 
disposing of the goods that were now in their liani 
By this time the political agitation had consideiab 
gone down, and foreign goods could be disposed < 
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freely and at better rates. They collected 
whatever they c:onld get from the sale of the goods, 
Icreted it away, and prepared themselves to face 
the consequences of their having failed to meet the 
bills, the goods relating to which they had received 
and disposed of. 

The Bank sued Messrs. Challak & Company on 
the dislionoured bills. But the advocate for the 
defendants contended that as these bills were re- 
accepted after the time of payment was extended, 
these amounted to second instruments requiring fresh 
stamp. He further submitted that as the bills were 
not restamped, they were inadmissible in evidence. 

Had the officer of the l^opular Bank been con- 
versant with the provisions of the Stamp Act, he 
would not have got the bills re-accepted. In fact it 
was not necessary to present the bills for reacceptance. 
It would have been sufficient if the Bank bad simply 
‘ intimated to the drawees that they had received in- 
structions from the drawers not to enforce payment 
of the bills for 60 days more and reserved for them- 
selves the right of enforcing payment even before the 
date of the extended period if special circumstances 
rendered it necessary. 



negligence on the part of 

THE AUDITORS 

X R Desai was the General Manager of the ami! 

, Swadeshi Bank. He was a learned man an 
was an acknowledged anthority on various eo) 
nomic subjects, but he was not a success as a banb 
His bank did well for some time while the boo;: 
period lasted, but it could not weather the bligl: 
of depression. 

When the Bank failed to pay dividend for tivi 
successive half years, some of the shareholders began 
to create trouble in the annual general meetings an] 
threatened to carry on propaganda against the Bad 
in the press. Tired of the attacks they had startei 
Mr. Desai asked these dissatisfied shareholders t 
call at the Bank to discuss with him, their suggestion) 
for a better working of the Bank. 

He found that the persons who had been agilat 
ing were only anxious to get back the monies tliej 
had invested in the share capital of the Bank. Ht 
thought he could get rid of the bother by purchasiii’ 
the shares held by these men. He, therefore, boiigk 
the shares from some of them. 

As soon as it was known that by threateninj 
to go to the press,- some of the shareholders W 
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forced the general manager of the Small Swadeshi 
Bank to buy their shares at their nominal value more 
and more people began to try to force him to buy 
their shares also. 

Little did Mr. Desai realize the dire consequences 
that were to follow Ins weak-kneed action in sm- 
lendering to the unreasonable demands of the dis- 
gruntled shareholder s. 

As was to be expected the shares declined in 
value still further. Had they touched par he could 
have sold them off and extricated himself out of the 
embarrassing situation in which he had found himself 
as a result of the wrong step he had taken in his at- 
tempts to pacify the shareholders. 

No camouflage could save him from the nemesis 
for his departure from the path of rectitude. 

When he bought the first lot, he did that from 
his own resour ceSj but, when more and more people 
began to force him to buy back the shares of his 
Bank, he resorted to a subterfuge. He opened an 
account in his name in the books of his Bank 
and went on debiting the cost of these shares to that 
account. Of course, nominally the shares that he 
had bought, were security for this account, He had 
paid full price for them, while they were practically 
worthless. As he was the general manager, and he had 
obviously adopted this procedure in the interest of the 



50 


BANKING FRAUDS IN INDIA 

bank, no body in the Bank, questioned ixis authori 

The debit balance at the foot of this accon 
amounted to nearly a lac of rupees. He knew tl 
when the auditors would come at the cjid of t 
half year, they would not accept the shaves of 1 
own bank as security for the advance standi 
against him. 

“ What was to be done ” ? He tli ought m 
thovight again. Then an idea occurred to him. ( 
the 30th June, he took government securities of t 
Bank worth about Rs. 1,23,000/-, lodged them wi 
tlie Great National Bank, drew Rs, 1,10,000/- agair 
them and put his account at the Small Swachishi bai 
in credit balance. Early in the morning of the 1 
of July, he again debited his account with the Sihe 
S wadeshi Bank, took cash and adjusted tlxe loan] 
liad taken from the Great . National Bank, brougi 
back the securities for Rs, 1,23,000/- and show 
them to the Auditors when they called in the afte 
noon. 

A bank managed like that could not survive lor 
and was soon wound up. 

Mr, Desai surrendered all his private propertii 
to square up the overdraft that he had croated for bi); 
ing shares from the dissatisfied shareholders, biit tlii 
could not save him from going to jail. 

The Auditors could not give any satisfactai 
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explanation for having failed to check the securi- 
ties on the 30th June, except that they were busy in 
a bigger institution. They were glad to escai)e with 
a strong censure for being so easily gullible. 



advances to joint stock 

COMPANIES 

Sarnbli Mnrti, the manager of the CocU 
Branch of the South Indian Bank is today sea 
in* very high spirits. The reason for him to 
excited and proud is that he is advancing ten lacso! 
rupees against equitable mortgage of first class securi 
ty, to the Cochin Dock and Warehouse Co. Ltd. 

The Cochin Dock & Warehouse Co. Ltd., wen 
making good profits and their shares of the nomini 
value of Rs. 100/- were quoted at Rs. 2,000/-. M 
the growth of the port there was great demand h 
warehouse accommodation and they were borrowiuj 
these monies only to meet the expenses of construct 
ing additional warehouses. 

But who are these people, who are shoutings 
loudly in the Bank ? What could have offendcj 
them so seriouly as to make them behave in tlii; 
undignified manner ? Let us enter the bank an] 
try to find what has disturbed these peace-lovloj 
people. Do yon hear their shouts ? ” Why' oj 

earth did you tell us that every thing was in orda 
and we could have the ten lacs of rupees today! 
We paid you Rs. 1000/- for getting our title to tk 
properties examined by yotlr lawyer. We pail 



banking frauds in INDIA S3 

R, 2000/- more for getting tire plans and valuations 
made by yonr engineer. Did yoxr not tell us definite- 
. write to Roberts and Richards to ship the 
L\ beams and other iron material so urgently 
required for starting the work ? They had insisted 
on our paying cash as soon as the machinery was 
landed at the wharf at Cochin. The goods have 
been unloaded yesterday. The money must be paid 
today, in any case. We will not allow our prestige 
to suffer. Whatever happens you cannot refuse to 
pay us the money. You must stick to your promise.’* 
The voices are growing louder. Looking through 
the glass we find that the Manager is entreating 
these people to excuse him, but it seems only to 
excite them further. They are now shouting that 
they will file a suit against the Bank for damages. It 
is better that we withdraw from here now and try to 
find out something tomorrow. None of them will 
he in a mood to give us any information today. 

It transpired the next day that Mr. Sambh Murti, 
after getting the Company’s title to the properties 
thoroughly investigated by the Bank's legal advisor, 
had got their properties surveyed by a competent en- 
gineer and had promised to pay them the whole 
amount of ten lacs of rupees that day, on their de- 
positing the title deeds. When the Managing director 
andsomeof the other directors of the Cochin Dock & 
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Warehouse Co,, Ltd called at the bank, the Miuiagt; 
sent for the accountant and asked hiin to piepifj, 
the necessary documents to be executed by the core 
pany. The accountant enquired whether the Memj 
randiim and Articles of Association of the conipain 
authorised them to raise monies on the Heciirityo! 
the properties, It was found that they did noi 
Under the circumstances the Bank could not advans 
a single pie against the security of the property, Th 
directoi-s offered to be personally responsible but lb 
manager could not accept this proposal, because ii 
was beyond his power. 

The directors suggested that they should be paij 
the money as promised and they would get the Meim 
randiim and Articles of Association amended accord 
iugly later on, but the accountant refused to liavt 
anything to do with the transaction, which wii 
ultra>vires the company and ultra-vires the directors 

On account of the failure of the Manager to 
look up the Memorandum and Articles of Association 
of the Cochin Dock and Warehouse Company, Limi. 
ted, the company did not get the money in tinir 
though they had spent nearly Rs. 3,000/- in coniply 
ing with the bank’s formalities and had obtained tk 
necessary assurance from the Manager. 

Since that day they started running down (lit 
Bank at every opportunity. 



registering the charge on 

THE ASSETS OF A JOINT 
STOCK COMPANY 

of the items of the agenda of the meeting of 
the Boai'd of Directors of the Luxmi Bank tlmt 
(lay was the proposal to make a provision of a sum of 
rupees one lac frojn the Profits and Loss to cover a 
shortfall which they expected in the Loan Account 
of the Indian Chemical and Pharmaceutical Co. Ltd. 
which had recently gone into liquidation. 

When the Directors sanctioned the advance 
two years ago, it was distinctly stipulated that the 
Company will give the Bank a first charge on the 
floating assets of the Company. It was later 
reported to the Board of Directors that the Company 
had actually executed the document creating tl)c 
jharge. 

The Directors were now told that the Company 
lad gone into liquidation and the Bank tried to 
:ake the possession of the plant and machinery 
)f the Company but Mr. Manubhai Jag ji wan, a 
creditor of the Company who had got his 
charge registered with the Registrar of the Joint 
stock Companies, demanded ipossession of the 
ilant, building and machinery and the Court 
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had recognised the priority of his claim. 

The Directors then wanted to know 

(1) \Vhy the document creating the cha 
' in favour of the Bank was not prope 

registered within 21 days of its execut 
as rec|iured by the Indian Companies 

(2) Who was responsible for this negligem 

(3) What action was taken against him ? 

The explanations given by the various olli: 

were produced before the meeting. These sho» 
that the system of checking the securities wasi 
ther proper nor effective and the omission hadb 
due more to lack of knowledge than to wilful 
gence. The Directors had, therefore, quietly to i 
for a large provision to be made for the lossi! 
expected on the advance made to the Indian Qk 
cal and Pharmaceutical Co. Ltd. 



temporauy parting with 

SECURITIES 

» ,ILL you please let me have the title deeds of my 
property on Hornby Road for a day ? There 
is some dispute with the Municipality and these have 
got to be produced. " 

Oh yes, sure, you can have them by all means.” 
With these words, Mr. Johnson, the manager of 
the North Town Bank, readily delivered Hiralal 
Maniwala, the title deeds of the property worth about 
IS lacs of rupees, though Hiralal still owed nearly 
Rs. 5,00,000/- to the Bank against that property. 

The banking reader must be impatient to know 
how the manager could deliver the security when 
the borrower still owed the bank such a large sum of 
money. Well, it in list be admitted that, though sub- 
sequent events may have proved the action of the 
manager to have been unwise, certainly there were 
extenuating circumstances, Hiralal was a partner 
of one of the richest firms in Bombay — a firm that 
could easily get accommodation for a couple of lacs 
of rupees without depositing any security. The deg- 
ree of influence which Hiralal’s father commanded 
in the commercial circles of Bombay, had rarely been 
equalled by anybody else before. Hiralal himself 
was known to be a well behaved yonngman. When 
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a gentleman like Hiralal and son of an illnstrioi 
millionaire asked for delivery of the title deeds of oi 
of his properties on a perfectly plausible excuse froi 
the bank with which his firm had a long and honou 
able connection for nearly fifty 'years, Mr, Johnso 
could not refuse him. It must also be remembere 
that the property was pledged to the bank j 
equitable mortgage and the manager had to apprec 
ate Hiralal’s natural anxiety that the Miinicipality{ 
anybody outside the Bank should not come to k«o, 
of the charge he had created. 

Mr. Johnson expected that the documents wouL 
be returned to him, if not on the same day, at th 
most on the day following. The day immediatelj 
following was a Sunday. On Monday the manage 
remained very busy. It was on Tuesday only tha 
he remembered that the title deeds had not beer 
received back. He then learnt that Hiralal ]la^ 
gone out of the station and his father had alreadj 
left for Vienna to undergo an operation. 

The manager could at once see that Hiralal ba 
played a very dirty trick on him. It was necessarj 
for him to take some effective action, as soon a; 
possible, and have Hiralal arrested before he lia^ 
squandered away or secreted the money he migbl 
have raised on the deeds elsewhere. He soon dis' 
covered that Hiralal had deposited the title deed: 
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\vith the Great Indian Bank and taken Rs. 450,000/- 
from them against the security of the same. Mr, 
Johnson had now no other alternative but to report 
the matter to the police and have Hiralal traced. 

Hiralal, not being a hardened criminal, was 
soon tracked to Miissoorie, and rupees two lacs were 
recovered from him. 

The disgraceful action of Hiralal destroyed 
completely the credit of the firm in the market, and 
it had to be wound up. 

The North Town Bank wrote off quite a large 
amount as bad debt. 



CONFIRMING ENDORSEMENTS OP 
CHEQUES RECEIVED FOR 
COLLECTION 

M^HEN a person gets a cheque drawn payable | 
him or to his order, he must endorse it. Tl 
signature must tally letter for letter with the spellin 
of the payee’s name in the body of the cheque. Soni 
of the customers however, do not take care to sign pr( 
perly and in such cases the bank on which the chequ 
is drawn refuses to pay them, When howevt 
cheques are received for credit of the payee’s accounl 
the collecting bank gives a certilicate on the back o 
the cheque that the proceeds are credited to the payee’ 
account. This obviates unnecessary correspondeno 
and delay in cashing cheques as the paying bankfi 
generally pays the cheque on the responsibility of tlie 
collecting banker. It has however to be admitted th 
in some cases this certification is not done with a 
much care and circumspection as is required. TIk 
result is that the banks are some times saddled will: 
losses which could have been easily avoided. 

The Indian Cotton Mills Ltd., were running a 
big Cash Credit Account with the Popular Bank 
Shamrao, one of the biggest cotton dealers, was alsfl 
running his account with the same bank. On tk 
7th January 1931, Shamrao called at tlie Bank anl 
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handed to the Manager a cheque for Rs. 30,000/- 
drawn by Indian Cotton mills Ltd., on The Northern 
Bank Ltd., payable to Shamrao or bearer and re- 
quested the manager to credit it to the account of 
the Mill. A month later, Shamrao wrote a letter to 
the Bank asking them to let him know the balance 
at the foot of his account. The Bank informed him 
that a sum of Rs. 400-3-2. stood at the credit of his 
account. Mr. Shamrao then sent a telegram express- 
ing surprise and claiming that his balance should 
have been over fifty thousand rupees. 

The Bank could not understand his contention 
and therefore asked him to explain what items he had 
paid into his account which could have increased the 
balance to such an unusually large figure, Shamrao 
demanded credit for the cheque for rupees fifty 
thousand which he had handed to the Manager on 
the seventh of January. 

When the Bank refused to give him credit for 
the amount he filed a suit against the Popular Bank 
and to the surprise of the Bank produced through 
the Northern Bank the cheque for rupees fifty thou- 
sand which was payable to him or bearer and which 
bore on the back of the cheque a certificate from the 
Popular Bank that the amount was credited to the 
payee's account. The Bank was taken aback with the 
unexpected proof produced by Shamrao in support 
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of his contention and could not give a proper repij 
The Indian Cotton Mills had in the meantime failej 
The suit was decreed against the Bank. 

In the appeal, however, the Popular Bank sati; 
6ed the court that according to the books of ti^ 
Indian Cotton Mills Ltd., who had drawn the chequ? 
the amount was really meant for the account of tb 
Mills where it was actually credited. The decisioi 
of the lower court was therefore reversed, Bnti 
unnecessarily cost the Bank hundreds of rupees. 

It is however, a mystery how the certificate hap 
pened to be given in that manner by the Populai 
Bank. The only plausible explanation seems to be 
that it was the brain wave of some clerk who was 
anxious to see that the cheque was not returned 
unpaid. The clerk stamped it “ Credited to payee's 
account, which in his opinion, was the best way 
of avoiding any objection being raised by the paying 
bank. It appears that the officer while signing the cer- 
tificate did not have the relative voucher before him:, 



forged letter of credit 


t NE of the best taxis of the Celestial Hotel, the 
most luxurious hotel in the East, pulled up at 
the main entrance of the palatial building of the 
World Exchange Corporation ; the driver stepped 
aside, held open the door, and a middle-aged man 
dressed in up-to-date American style got out and 
asked to be taken to the room of the manager. 

The American gentleman produced his letter of 
indication and a letter of credit from the Great Bank 
of New World, Chicago, for £. 52,000. He intro- 
duced himself as George Drinkwater, the holder of 
the Letter of Credit, and gave out that he was inter- 
ested in electrical undertakings and was picking up 
large blocks of shares in an important electric supply 
corporation. He explained to the manager how he 
had succeeded in buying a large number of shares in 
a leading electric supply company in India and was 
negotiating for a batch of shares in another company. 
The tourist drew a draft for £. 10, 000 and after a 
good deal of higgling over the rate of exchange 
cashed it. While going away with the money he 
complained that it had taken him pretty long to get 
cash and requested the manager to instruct his staff 
to pay him the amount much quicker if he happened 
to call for money the next day, as he was expecting 
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a bargain for another block of shares to go througf 
He called at the Bank again on the following 4 
and cashed a cheque for £> 11,000. 

James, 'I feel something fishy about the Yanb 
who has been drawing such large sums under tin 
letter of credit from Chicago. I have never seenj 
tourist draw such large amounts. *' 

“Why worry, John. These guys have moft 
money than sense. For all I know, he might havt 
paid all the money for a pig. You look to the lettei 
of credit." 

John Flaming, the Sub Accountant, who liaJ 
dealt with the cheques drawn by George Drinkw'ater, 
could not accept his colleagues advice not to bother 
about the large payments made to the American 
gentleman on two consecutive days under the letter 
of credit. 

He went to the manager and expressed his siiS' 
picions. The manager informed him how he himsell 
was surprised when the tourist wanted to draw sucli 
a large amount and how the millionaire had explained 
to him that he was drawing these amounts to finance 
his purchases of Indian securities. 

Mr. Flaming still persisted iri maintaining that 
he felt there was something fishy about the foreign 
visitor and obtained the manager's permission to cable 
to the Great Bank of New World, which had issueJ 
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the letter of credit, to find out whether they had 
really issued that Letter of Credit for ;^’.52,000. 

In the meantime the manager tried to ascertain 
from the brokers whether any large blocks of shares 
in electrical undertakings had changed hands. He 
was astonished to know that shares of electric com' 
panies were neglected and if a large order (specially 
from an outside interest) had come on the market, 
they would have all risen by tens of points. 

Next morning brought the cable reply from 
Chicago: “Letter of Credit John Drinkwater dated 
17th January 1933 issued for pounds fifty two only." 

The manager of the World Exchange Corpora- 
tion at once arranged to inform the branches of all 
the important banks of the details of the fraud prac- 
tised on his bank and requested them to hand over 
George Drinkwater to the police should he try to 
negotiate further drafts under the faked letter of 
credit at their branch. 

“ Did you say the Air Mail for Batavia was de- 
layed and was not likely to leave till two this after- 
noon ? In that case I would like to rush to the Bank 
and get a few rupees. With these words George 
Drinkwater left at 10 O' clock the Palace Hotel in 
Rangoon for the Giles Bank where he had cashed a 
cheque for £. 1,000 only the day before; 

“Mr, Wilson, just see this telegram. I am afraid 
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they are referring to the same letter of credit under 
which we paid that American tourist £. 1,000, yester. 
day. Did he say which hotel he was putting in ? 

must inform the police, ” 

Before Mr. Wilson could say anything in reply 
to the manager, George Drinkwater forced himself 
into the room without any formality, The officers 
at once recognised the crook. The manager com. 
menced higgling over the rate of exchange and by 
starting conversation on other topics managed to 
detain him till the accountant had time to summon 
the police. 

The cheat was arrested and practically all the 
amount he fad obtained from the two banks on the 
forged letter of credit was recovered from his suite 
of rooms in the hotel. 

The Giles Bank had negotiated his cheque for 
£. 1,000, because the World Exchange Corporation 
had cashed his two cheques for 21,000. 

The telegram they received from Calcutta made 
it clear that the Letter of Credit itself was a genuine 
document but the cheat had fraudulently raised the 
amount and had left the other details as they were. 

The Great Bank of New World which had 
issued the Letter of Credit had indented the amount 
in words and figures arid this was till then, regarded 
quite safe. "How had the swindler succeeded in 
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anging the figures?” The question wus engaging 
2 attention of the officials of all the banks. 

The confession of George Drinkwater solved the 
yrstery. Fie explained to the court how he had first 
tshed the original amount in words and figures 
[pressed by a machine which only indented the 
ters and figures but did not actually perforate them, 
ter this he levelled the surface and then perforated 
j amount £. 52,000/- in words and figures. 



ADVANCES AGAINST EQUITABLE 
MORTGAGE OF PROPERTIES 


Manager : “Mr. Green, why did you take the lettei 
on the day he brought the title deeds J 
In cases of such large advances you 
should have carefully followed the 
standing instructions and taken such a 
letter either before or after the deposit 
of the title deeds. No doubt, you did 
it with the best of intentions but it h^ 
cost the Bank five lacs of rupees," 

Inspite of the warning given by Indian statesmen 
and currency experts, the Babington Smith Com- 
mittee by their majority recommendations, fixed up 
the sterling value of the rupee at two shillings. 
They little realised what catastrophic consequences 
were to follow their fixing the rupee at the high level 
at which they had pegged it. The prediction of 
Dadabhai Dalai came true much earlier than could 
be expected and with a suddenness that made the 
consequences more calamitous than ever. The fixing 
of the rupee at the unwarrantedly high level gave a 
very great stimulus to imports from Great Britain and 
heavy orders were booked by Indian firms with 
British manufacturers. 
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Before however, the goods reached India, the 
kishflung exchange had dropped more sharply than it 
had risen, and the people who had ordered goods, 
e called upon to find double the amount of what 

1 were expected to pay according to the terms o 

.atio so recently fixed by the Governnren of 
ndia The Government could do nothing to effective- 
ly check the drop in the value of the Rupee, and 
le merchants who had order ed the goods relying upon 
the ratio fixed by the Govt., had to suffer very heavy 
losses. The abysmal fall in the value of the rupee 
dragged low down into the depths of adversity some 
of the oldest and best firms which had been the 
highest lights in the mercantile world. 

Messrs. Surajmal Ramchand were one of the 
biggest firms in Calcutta, and many of the Banks were 
allowing them clean accommodation for lacs of rupees^ 
Mr. Fraser, the manager of the Northern Bank had 
spent a number of years in India and ^hma and w 
regarded as an authority on questions connected w 

Eastern currencies. He could ‘ 

the artificial prop which had been given to the lupe 

could not last long and consequently the rupee was 

hound to tumble down and find Rs own ev tlm 
bringing ruin to many of business o ^' H 
therefore advised his office to have all the 
rfhrninitmpnts covcted by securities. 
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The Proprietor of Messrs, Surajma.1 Ranichm^^ 
held Mr. Fraser in very high esteem and when th* 
latter explained to him that the Bank’s head ofilce 
wanted that all clean accommodations should k 
covered by deposits of securities as far as possible, 
the Seth gave the Bank title deeds of his properttK 
worth ten lacs of rupees. 

The whirlwind of insolvency which passed ovei 
the leading commercial cities of India sw'ept off theii 
feet even the best managed Brms, Messrs Surajnial 
Ram chan d were no exception. The news of the 
failure of a firm of their standing shook the mer- 
cantile community. Many firms that were tottering 
also collapsed with it. There was a regular panic is 
the market, and it became more intensified when th 
banks withdrew the facilities already given and began 
to demand further securities foiv the e;iisting ad- 
vances. 

In course of time, the panic died down and 
conditions began to return to normal. The Northern 
Bank was thinking of commencing to sell the pro- 
perties equitably mortgaged with it by Messrs. Suraj- 
mal Ramchand, when its authorities were surprised to 
get a letter from the Official Receiver calling upon 
the Bank to hand over to him, for the general benefit 
of the creditors, the title deeds of the properties 
wliich Seth Ramchand had deposited with them. 
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When the bank opposed the claim the Official 
Assignee produced from the insolvent firm's record 
a copy of the letter which Ramchand had passed to 
the bank at the time he deposited the title deeds with 
the bank and contended that the letter constituted 
a mortgage deed and as such should have been pro* 
perly registered. 

The bank had to give up the title deeds and rank 
as an ordinary creditor of the firm, and receive its 
pro-rata shares of Rs. 5,208-5-4, against its claim for 
Rs. 3,03,123-4-9. 



promptness required in col,, 
lecting cheques drawn ois 

NON-CLEARING BANKS 

In receipt of your letter No. A'20y3( 
of the 9th instant returning to us the chequi 
for Rs. 1 , 100 , drawn by Messrs. Ambalal Dalpatran 
& Co. on the First National Bank. Fhis cheque wa 
lodged by ns exactly at 10-30 yesterday moining, I 
appears it was duly presented by you to the Fit; 
National Bank before it failed yesterday afternoon 
As a matter of fact, it seems that the cheque wa 
actually passed for payment by the First Nation! 
Bank before it closed its doors. It is, therefon 
evident that if you failed to get the amount of tli 
cheque, it was due to the negligence of your collec 
ing cashier who seems to have presented the cheqt 
and left the Bank without waiting to receive tl 
payment when offered. Under the circumstances \i 
regret we cannot see our way to receive back tl 
unpaid cheque, which is returned herewith. Plea 
credit our account with the amount of the cheque 
This was the letter with which the Univers 
Trading Corporation sent back to the Standard Bar 
the cheque which the Bank had returned to the her 
The Standard Bank could not dispute the facts stat< 
in the letter. 
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What had actually happened was this. The 
teflue for Rs. 1,100/- was paid into their account, by 
le Universal Tradirrg Corporation on Monday the 
Ijth Taniiary, 1932 exactly at half past ten. It was the 
oractice of the Standard Bank to send out one 
cashier with all the cheques on the non-clearmg 
banks He would call at the different banks in turn, 
and after receiving a token for each cheque or 
batch of cheques presented by him to the bank 
nsed to proceed to the next bank. On his way back 
in the afternoon he used to collect the amounts of 
the cheques lodged by him in the mormng. Thus 
the man, who set out at about 11 0 clock m the 
morning for obtaining cash payment of cheques on 
banks, which were not admitted to the clearing, used 
to return to his Bank at about 3,30 in the afternoon. 

On the 9th of January, 1932, the cashier who 
started for collecting the amounts of such cheques 
from the different non-clearing banks, reaohe e 
First National Bank at about 11 O'clock. As usual he 
handed over the cheque, received the token an pro- 
ceeded to lodge the remaining cheques with the other 
banks. On his return at about 3 O’clock he foun 
that the Bank had closed its doors in the 
Instead of getting cash he got back the w>th 

the remarks: "Payment Suspended by the Bank 
u.a . 1 .. waited at the First National Bank 
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for Half an hour, when lie presented the cheque i, 
the morning, he would have received payment o 
the cheque. The cheque was actually passed fo 
payment by the Bank before 12 O'clock, but as {Jj, 
cashier of the Standard Bank had not turned up 
receiving payment of it iipto the time the Ban] 
closed its doors at I O'clock, the amount was recrs 
dited to the customer's account and the chequ 
was returned unpaid. 

The Standard Bank pleaded practice and df 
dined to give credit to the Universal Trading Coi 
poration for Rs. 1,100/-. As the firm knew that tt 
drawers of the cheque who were already tinanciall; 
weak, were likely to be hit harder by the failure <i 
the First National Bank where they kept their currer 
account, they thought it better to file a suit again: 
the Standard Bank. 

From the evidence produced, the court was satii 
tied that the cheque was actually passed for paymei 
before the Bank went into liquidation and had th 
Standard Bank’s representative waited there foraboi 
half an hour after presenting the cheque, he woul 
have received the payment. The court, therefoii 
decided against the Bank and directed it to mali 
good the loss suffered by the Universal Trading Co: 
poration on account of the failure of the Bank 
representative to collect the amount of the cheqi: 
without undue delay. 



hundis on bogus parties 

"However highly placed an officer, it is not 
i„ the interest of the bank to temfit km too 
much by affording him nnhmrted scope fo, 

Khan Bahadur Hafiz Hussain was the treasurer 
of the Southern Bank, Benares, He was a man o 

„eaas and had deposited a large cash secur.ty wdh 

the Bank. On account of his long and honourable 

service he was greatly trusted in the Bank and w = 
highly respected among the public. _ 

^ His daughter was married in Calcutta, Her 
father-in-law had once made over a lac of rupees on 
the Stock E.-cchange within a few days. 

Khan Bahadur thinking as to why he should not also 
try his luck. With the help of his relative, le en- 
tered the share market and as his initiatrapsactions 

brought ■ him uneKpectedly large profits he became a 

victim of the share mania. 

All days are not alike. The tide soon turned 

Every time he tried to make up his " 

got Ire and more involved In debt A 1 the a.se^ 

that he could easily mobilise were exhausted in 
ing the losses. He could not promptly pay 

differences. The brokeis began to clamour 

ment. He was faced with the danger of bein. 
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publicly disgraced by being dragged into the insojy. 
ency court. 

How he wished he had remained satisfied will 
the even tenor of his steady but honourable life atij 
not diverted his attention to get rich- quick methods, 

Manager: “Khajanchi Sahib, can’t yon invest 
something in discounting hundies (o 
respectable shroffs as the Metropolitan 
and the Provincial BanliS are doing! 
I think we can easily invest a few 
lacs of rupees. ” 

"Well, Sir, it willhot be difiicult Tomorrow 
I shall introduce to the Bank two or three leading 
money lenders from whom you can take hundies foi 
scores of thousands of rupees,” replied the Treasurer, 

True to his promise, Khan Bahadur HajBiz Hus- 
sain that week opened the accounts of — 

1. Devi Dial Ram Kishen. 

2. Hazarimal Ramchand. 

3. Sanwal Ram Gokal Chand. 

and submitted to the Manager financial reports which 
placed the worth of every one of these parties at not 
less than five lacs of rupees. On the day the accounts 
were opened, Khan Bahadur Hafiz Hussain brought 
from each of these firms scores of hundies amount- 
ing to lacs of rupees and told the Manager that the 
Bank had only to make up its mind about the 
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amount it desired to give to every one of the shroffs 
and then to pick out the hundies it wanted to 
discount., 

“I cannot make head or tail out of' them, 
Khazanchi Sahib, you can select the best for 
Rs. 25,000/- from each of the lots. See that they 
all mature within ninety days and bear at least 
two signatures as required by the Head Office", was 
the indeterminate reply of the Manager. 

The amount of bills discounted to each of the 
three above firms soon exceeded a lac of rupees. After 
three years the Manager went on long leave and his 
place was taken by another comparatively junior 
officer, who had a certain prejudice against hundi 
business. As the Bank had invested quite a large 
sum of money in discounting hundies, he started a 
careful study of that section of the investments with 
a view to find out what kind of transactions had 
given rise to instruments then held in the bills’ port- 
folio of tbe bank, and to assure himself that they 
were not accommodation bills. He found that there 
were few changes in the names of the drawees and 
the endorsers and practically most of the hundies 
were being renewed as they fell due. He, therefore, 
made it clear to the Treasurer that he would gradu- 
ally see the balance considerably reduced and would 
under no circumstances be prepared to allow any 
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hundi to be renewed in the name of the same draw 
and the same endorser unless they called in pei^i 
and explained, 

With the inaugurajion of this new policy, 
number of hundies remained unpaid on due dat( 
The last endorsers to whom the bills had beend 
counted could not be traced. Within a month prac 
cally the whole lot of the hundies in the hands' 
the Bank was transferred to the ‘ Dishonoured ai 
Past Due Account 

Notices of dishonour were served on the drawe 
who appeared to be well-known firms. “We ne^ 
borrow on hundies and we have never executed ai 
usance bill in favour of anybody,” was almost 1 
uniform reply received from every' firm whose nat 
appeared as drawers on the hundies. 

When the case had dragged on for some tii 
Khan Bahadur Hafiz Hussain confessed havi 
fabricated the bogus hundis. Pie admitted that, 
make the paper offered for discount appear ve 
attractive, he had prepared the hundis with t 
names of the leading firms as drawers and had forg 
their signatures. 

He further explained how, to facilitate drawi 
the proceeds of these bogus hundis discounted by t 
Bank, he opened three accounts in, the name off 
titious firms styled Devidial Ramkishen, tiazarin 
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Ramchand. and Sanwalram Gokalchand, and how 
laking advantage of his position as Treasurer, whose 
duty it was to verify all vernacular signatures, 
managed to operate on these accounts himself with- 
out anybody’s knowing it. 



CARE OF INSURED PACKETS 


» ITH the progress of education and science the 
crook has also improved his methods of reliev- 
ing people of their valuables. So polished and clever 
are the ways in which the cheats now-a-days carry 
out their nefarious operations in the twinkling of an 
eye, that they leave practically no clue or evidence 
which may help the police to bring the charge of 
theft home to the miscreants. 

The banks and other hnancial institutions which 
despatch and receive packets containing G. C. Notes, 
gold bullion, or other valuable securities, must see 
that their representatives, who accompany the con- 
signments which are being despatched or who go to 
take delivery of the parcels from the railway station 
or from the post office, are really smart people who 
cannot be easily hoodwinked. 

At the Metropolitan Bank, the duty of getting 
insured packets from the post office was entrusted 
to Mr, Thomas De’souza, an old employee who had 
put in more than 23 years’ service with the Bank and 
whose honesty was absolutely beyond question. He 
was a jolly old man fond of cracking jokes and 
making people laugh. Every day, when people 
gathered to receive the delivery of the parcels, they 
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looked to Mr. De'souza to enliven the company with 
jests. 

Last year a gang of smart swindlers marked him 
down as their prey. They watched his movements 
very carefully, studied his weaknesses and noted the 
days on which he was getting specially large 
number of registered and insured covers, 

It was Monday and the mail which was being 
delivered was particularly heavy. The persons receiv- 
ing the mail were absorbed in carefully examining 
and counting the items handed over to them, others 
were eagerly waiting for their turn. Suddenly there 
was a sound of coins scattering on the floor. A 
man walking inattentively had dashed against another 
person who was carrying rupee coins and small 
change loose in his hand. The impact had thrown 
the cash on the floor. 

Mr. De’souza who had at that time just received 
the insured parcels meant for his Bank had placed 
them on the counter and was putting them in a 
bag. As soon as he heard the sound and saw the 
commotion, he could not resist the temptation to be 
humorous. He turned his back to the parcels and 
started shouting: Help yourself. Take what you can 
get." And the company as usual applauded the jest. 

When Mr. De’souza resumed the work of putting 
the packets in the bag. Ins was startled to find that 
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somebody had filched three of his insured packets. 

Unfortunately for the gang, they repeated the 
same trick at other places. The police had by no^v 
received reports of their manner of operation and 
by watching the activities of the accomplices, who 
used to manage to throw coins on the floors of banks, 
post offices etc., with a view to divert the attention 
of their intended victims, soon traced the real rogues, 
who used actually to remove the valuables. 



CARE OF CLOCKS 

S refeience to the necessity of maintaining accu- 
rate clocks in a banking establishment would 
appear rather an overcautious advice. But cases are 
known where banks have lost fairly large sums be- 
cause their clocks did not show the correct time. 

Jalal Din, proprietor of Messrs. Walli Mohd & 
Co., once a wealthy business man, had been running 
large and satisfactory accounts with the Colonial 
and the First National Banks during his prosperous 
times. In spite of the fact that he had lost almost 
everything, the banks were granting him temporary 
clean accommodation for a few thousand rupees. 

The Manager of the Colonial Bank was going on 
leave, and he was anxious that before he left the 
place, Jalal Din should repay the clean overdraft that 
was running against him. Though he tried his best, 
Jalal Din could not raise the necessary amount, but 
just to appease the Manager gave him a cheque fpi 
Rs. 3,000/' drawn on the First National. 

The Manager of the First National was a very 
smart officer. To prevent any forged cheque for a 
big amount being cashed through the clearing, he 
used to glance at the clearing cheques as soon as 
they were received in the Bank. If he found ^at 
there was any cheque which appeared to have en 
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drawn without providing sufficient funds, he would 
at once make enquiries and satisfy himself that the 
drawer had adequate funds in his account. As soon 
as the Manager saw that Jalal Din’s cheque had been 
presented, he enquired whether the drawer had put 
in his account funds to meet the cheque and when 
told that not a pie had been received for credit of 
the account for a long time, he gave peremptory 
instructions to return the cheque unpaid at once. 

The cashier could not comprehend the necessity 
of returning that cheque with extra promptness, He 
sent the cheque along with other cheques, received 
in the clearing, which were being returned unpaid. 
The Bank's clock was running ten minutes slow. 
The peon who went with the ‘'Returned” cheques, 
was delayed at one of the banks and when Jalal 
Din’s cheque reached the Colonial Bank, they found 
that the peon had reached their bank five minutes 
after the time fixed for returning of the dishonoured 
cheques. The Colonial Bank therefore refused to 
accept the cheque. 

Ordinarily the Bank would not have hesitated to 
receive back the cheque as they had not actually paid 
out the amount during the five minutes, but as they 
were getting rid of what was very likely to be a bad 
debt, they declined to accept the cheque which they 
could legally refuse to take. The debt of Jalal Din 
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at the First National Bank was therefore doubled, 
while his liability at the Colonial Bank was ex- 
tinguished. The First National Bank had ultima- 
tely to write off a large part of the debt only because 
their cashier did not take care to see that the clock 
in the office showed the correct time. 



ADVANCES AGAINST HIDES 
& SKINS 


!?jpHE facts that came to light after the failn 
of Haji Jan Mohd. Hajt Shaknr & Co. dernoi 
trated to the banks the length to which the borrc 
er can go if he is only inclined to cheat, and if tl 
commodity which he pledges, happens to be suchi 
does not admit of easy verification of its quantii 
quality or value. 

The firm was old established and enjoyed vei 
good credit in the market. It had been dealing wit 
the Metropolitan Bank fora number of years ati 
its dealings had been very satisfactory. The Ban 
was therefore advancing the firm 70 % of the valueo 
the stocks of hides and skins lying with the Bank' 
Clearing Agents at Madras and Calcutta. 

The firm had arranged with the Bank that it 
representatives all over the country would be send 
ing bales of hides and skins to the Bank’s cleatinj 
agents at the port towns, and the bank would k 
advancing /0% of the value of the goods, after thess 
had come into the possession of the Bank’s Clearing 
Agents, The borrowers themselves used to prepare 
invoices on which the Bank depended for the desctip 
tion. quantity and quality of the goods. 

The firm had a large export trade with Italy, 
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France and America. Most of the consignments 
^vere shipped to these foreign countries under con- 
firmed Letters of Credit 

As the number and the aggregate amount of 
confirmed Letters of Credit in' their hands kept on 
increasing, the Bank went on enhancing the cash 
credit limit allowed to Messrs. Haji Jan Mohd Haji 
Shakur & Co. against stocks lying at the port towns. 

One day the firm suddenly closed its doors. The 
proprietors were found to be absconding. When the 
Metropolitan Bank proceeded to dispose of the stocks 
of hides and skins pledged with it, the Bank discover- 
ed that the borrower had defrauded the Bank of large 
sums by giving false invoices: 

(a) While the bales actually contained kid 
skins the firm prepared and handed to the Bank 
invoices which showed the contents as goat skins. 

(b) The firm had, in fact, given the bank useless 
or third class skins and had invoiced them at the 
prices current for first quality pieces. 

(c) Whenever the Bank had insisted on the 
firm's clearing the old stocks it had arranged to take 
delivery of the bales at the port towns and had again 
sent back the same through one of its represen- 
tatives; thus making the Bank believe that it had 
taken delivery of the old stocks. A large part of 
the stock was therefore almost unsaleable. 
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The Metropolitan Bank learnt at a very 
cost that it is very risky to make advances on tb 
strength of the borrowers’ own invoices again;; 
goods such as hides and skins, the quantity, quality 
and value of which cannot be definitely and easily 
ascertained. 



REPUTED OWNERSHIP 

“ I have every sympathy %vith the authorities 
of the Bank who had taken precaution to draw 
out clear instructioits for the guidance of their 
godown keepers ; but I cannot allow the innocent 
plaintiff to suffer for the acts of the Bank's 
employee," 

Messrs. Shiv Narain Hukam Chand were a big 
irm of grain dealers in Cawnpore. Early in the wheat 
season of 1933 , they bought large quantities of wheat 
n the Okara market. As Messrs. Shiv Narain Hukam 
:hand had large financial resources of their own, 
hey were not required to pledge the goods with any 
)ank. They remitted full price of the goods to 
tiessrs. Chuni Lai Ram Partap, their commission 
Lgents, and asked them to arrange for its storage. 

When the representatives of the banks in Okara 
aw that Messrs. Chuni Lai Ram Partap were having 
arge stocks of wheat in Okara, every one of them 
)egan to press Seth Chuni Lai, the proprietor of 
ilessrs. Chuni Lai Ram Partap, to avail of some ac- 
commodation from his respective bank. 

In the beginning the Seth stoutly refused to 
)ledge any part of the goods to the banks but the go- 
lown keepers of the Various banks kept on pestering 
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him svith entreaties to avail of accommodation 
against stocks. All of them promised every facility, 
ChuniLal was tempted into entertaining ideas of 
fraudulently raising money on the security of the 
goods lying with his hrm and speculating witH the 
large funds so obtained. 

There was one great difBculty in the way of his 
mortgaging the stocks which he held on behalf of 
his principals. They were sure to send their repre- 
sentative from time to time to inspect the stocks 
lying in Okara. 

When Mr. Rnp Chand, godown keeper of the 
Paramount Bank broached the subject, Seth Chuni 
Lai expressed his willingness to oblige him by taking 
accommodation from his bank provided he agreed to 
hand over the keys of the godowns for a day or two 
whenever required. The Seth explained that he 
would not ordinarily require the keys, but if any of 
his relations, particularly the father-in-law of his son 
or the father-in-law of his daughter, were expected, 
he would at once send for the keys. It was fiirthei 
agreed that as soon as the keys were delivered thf 
godown keeper would take down the Bank's sign- 
boards from the godowns. The poor unsuspecting 
bank clerk could see nothing unusual in this appa 
rently simple request. He readily agreed and faith 
fully carried out his promise by delivering the key- 
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,„d pulling down the Bank's sign boards whenever 

*''' tlessra. Shiv Nnrain Hukam Chand were occasion- 
,llv sending their clerks to check the quantity and 
ollity of the stocks held on their account by Messrs, 
ChnnfLal Ram Partap. As they generally used o 
,eich Okara after giving previous intimation, La a 
ChiiniLal used to get enough time to secure e 

possession of the keys and to have the Bank s sign- 

Me 5 rs!’'’ctini Lai Ram Partap suffered heavy 
losses, far beyond their capacity. When Mes^ 
Shiv Narain Hukam Chand heard of this, hey s 
Iheir representative to take possession 
of wheat held by the Okara firm on ‘hnir behalf but 
the Bank resisted the claim of the rightful owners. 

With the help of the leading local merchants, 

Messrs. Shiv Narain Hukam Chan P™'"' ^ 

satisfaction of the Court how the 'eepjr^^^ 

the Paramount Bank was always an i ^ 
keys of the godowns and removing e 
bards every, time their representatives ca e from 
Cawnpore, and was thus aiding the borrow 
ceiving the owners of the goods by b-P. g them in 
the dark about the lien of the Bank on the tocfe 
The Court ordered the Bank to e iver 



92 BANKING FRAUDS IN INDIA 

The case illustrates vividly how banks some- 
times suffer heavy losses on account of the conduct 
of their honest hut over-zealoits subordinates. Tjjg 
Bank had to write off the debt only because its go- 
down keeper could not comprehend the consequences 
of his action in allowing the facilities in contravention 
of the strict instructions issued for his guidance. 



trust receipt facilities 

f XCHANGE Banks have played an important 
part in financing the import trade of India during 
the last forty years. One of the important facilities 
that they have been allowing to the leading importers 
is known as the “Trust Receipt Facility.’’ 

When the goods ordered by the Indian importers 
arrive in the port, it is not possible for all of them 
immediately to pay for and take delivery of he 
documents covering the goods. In such cases 
importer has to allow the Bank to clear the goods, and 
store them in the Bank’s godowns. This means 
additional expenditure on account of cartage, godown 
rent, etc. The dealer, if he pays cash down to the 
bank prior to receiving possession of the goods, 
seriously handicapped in his business as a arge par 
of his capital is locked up in payment of the 
even before the goods reach his godown. 

In case of customers of high repute and good 
standing, the banks have been "and.ng over to 
shipping documents to the drawees as _ , 
had accepted the bill and have been 

change certaing documents ^ provided 

By the terms of the Trust Rece p L-n^ed 
^ • . j i.' « nf the bank having handed 

that, in consideration of th ^ ^ ^ 

rt.. »Wnmne documents in respect, g 
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hypothecated to them, the drawees of the bills undei 
take to handley store and hold the goods until sal 
as trustees for the bank and in the event of sale ti 
receive the gross proceeds as trustees for the ban! 
and to forthwith pay them in full to the bank. 

This facility is really very valuable to the itn 
porters. Unfortunately, a number of businessmei 
of undoubted integrity displayed a cynical disregart 
of the sanctity of contracts and abused the facility 
Some of them disposed of the goods received b) 
them on Trust Receipts but failed to pay the pro 
ceeds to the bank which had trusted them. Other; 
pledged the goods with other banks and raised money 
on the security of the goods which they were holding 
as trustees on behalf of the bank. In many case: 
where these delinquents were hauled up before thr 
courts, they pleaded that the Trust Receipts were 
mere formalities and the conditions laid down in th 
Trust Receipts were never meant to be followd 
seriously. They succeeded in pointing out that the 
main clauses in the Trust Receipt agreement had 
never been adhered to in practice. For instance, 
banks had never connected the payment received 
from the customer with any particular case or cases 
of goods delivered under the Trust Receipt nor had 
they insisted on the customers’ paying forthwith ibe 
gross proceeds to the bank in full. 
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The case of the Southern Bank the 

,,,hern Bank brought to the notice of the banking 
all the defects of the Trust Receipt arrange- 
! The Southern Bank was getting b.l s from 
'.land It was the condition of the bills that the 
cuments were to be delivered against paymen . 
,e Bank, however, was delivering the documents 

I, ting to the bills to Messrs. Mohd Ismail & Co., on 

Executing Trust Receipts in favour of the Bank 

Messrs. Mohd Ismail & Co. used to clear and 
ore the goods irt their own godowns. They la 
.ty large business and enjoyed very g®*! 

,the market. The arrangement worked we 

..rs till the firm got into financial difficultms w 
,ey pledged to the Northern Bank the g ^ 
ley had received on Trust Receipts from 

outhern Bank. c i onrl had 

The Northern Bank was very care ul and h 

ept effective control over the goods p e ge o 
tsGodown Keeper always remained m _g 
he godowns. When Messrs. Mohd Ismail & Co. 
ailed, the Northern Bank placed on their go 
he bank's board', “Northern Bank Mortgagee 
ession." The Southern Bank claime p 
if the goods by contending that t e g 

ibtained by Messrs, ““f 1" ‘keion of 

tnrl that- tliA Rank was entitled lo u 
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the goods held by the firm as trustees on its behall 
In the litigation that followed the following point 
were decided : — 

(1) As the Southern Bank had never in (ij 
course of their long dealings, insisted on Messr; 
Mohd Ismail & Co.’s carrying out the princifa 
clauses in the Trust Receipts, the lirm were entitlei 
to treat these as ordinary documents confirmini 
their liability to take up on due dates the bill; 
documents attached to which had been deliverei 
to them. Under the circumstances Messrs. Moh( 
Ismail & Co. could not be held guilty of fraud h 
respect of the goods obtained on Trust Receipts, 

(2) As Trust Receipts appeared to have beei 
got executed from the clients without any intentio; 
of insisting on the main conditions of the deeds beitij 
carried out, their validity was thought to be doubtfu! 

(3) The Northern Bank had received the good 
from Messrs. Mohd Ismail & Co.» without notici 
of the trust, bonafide and for valuable consideratinn 
The pledge in its favour could not therefore k 
questioned. 

Since then banks rareiy deliver goods o: 
Trust Receipts and if at all they give this facility 
they are careful to see that all the terms of tb 
documents creating the trust are promptly and scru 
pulously carried out. 



TAKING OVER ACCOUNTS 
FROM OTHER BANKS 

“Seth Labh Chand Ji, you had promised to 
adjust your account last \veek and I wrote to the 
Main Office informing them accordingly. It is 
nearly a fortnight since then and you have not paid 
in anything. The Godown Inspector is at Sheikhii- 
pura. Most probably he will be here tomorrow. He 
will find out that the stocks in your godowns are not 
half of what they should be. Last time I had 
managed to make a few bags fall and block the door 
of the big godown which was almost empty. As he 
did no have time to wait till I could arrange to get 
the door broken open, he went away thinking that it 
was a genuine case of accident. This time that 
trick will not do and I cannot think of any other 
excuse to deceive him again. You must therefore 
ad just your account," entreated Mr. Khushal Chand, 
the godown keeper of the Paramount Bank. 

Seth Labh Chand, the proprietor of Messrs, 
Ram Nath Dina Nath got very angry and replied : 
"Babu, you must be ashamed of yourself. It was 
you who showed me this way of taking advances 
from the bank. It was you who gave me more 
and more accommodation without proper security and 
suggested to me to buy larger stocks with these funds 
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in anticipation of a rise. You have been the cause 
of my ruin. Go awciy, I won’t do anything." 

Tara Chand, the godownkecper of the Metro- 
politan Bank was not within hearing but could see 
that Seth Labh Chand, the Proprietor of Messrs. 
Ram Nath Dina Nath, was excitedly talking to 
Khushal Chand, the godownkeeper of the Paramount 
Bank. As a person on the look out for securing 
more business for his Bank, Tara Chand was interest- 
ed in exploiting any differences that may arise between 
a customer and a representative of another bank, 
He therefore thought that it was a good opportunity 
for getting the business of Messrs. Ram Nath 
Dina Nath transferred to his own bank. As soon as 
he saw that Khushal Chand had left the shop of the 
firm, he approached the party and started criticising 
Khushal Chand and his bank for their unbusinesslike 
methods. Slowly he came to the point and wanted 
to ascertain what had upset the Seth when Khushal 
Chand had come to see him, 

" Khushal Chand is a scoundrel and his Bank 
is a twopenny bank. They have no system of 
working. Yesterday, I had a customer and I wanted 
to take out samples. When I sent for him he was 
reported to have gone away with some marriage 
party. I am transferring my account to the First 
National. He was therefore apologising, but I cannot 
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depend upon him now. This is the second time 
he has let me down," was the calculated reply of 
the astute merchant. 

Tara Chand knew that he must strike while the 
iron was hot. He started describing the facilities 
and the liberal treatment given by his Bank to the 
clients and tried to persuade the dealer to transfer 
the account to the Metropolitan instead of to the 
First National. 

Seth Labh Chand was a shrewd man. He knew 
that on account of the competition amongst the 
banks he was in a position to dictate his own terms. 
He made Tara Chand believe that he had already 
promised the business to Siikha Nand of the First 
National. When Tara Chand besought him very 
much. Labh Chand told him that he could have the 
account provided he took it immediately and as it 
was, before Sukhanand had time to approach him. 

Tara Chand lost no time in taking a letter from 
Seth Labh Chand addressed to the Paramount Bank 
requesting them to accept payment from the Metro- 
politan and to deliver the possession of the goods 
pledged with them. Tara Chand then ran to t e 
Paramount Bank with the letter and paid them ^ 
amount. He was so elated with his success in 
securing the account of Ram Nath Dina 
competition with other banks, that he was anxious to 
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finish the taking over of the stocks as quickly as 
possible and to go and proclaim his triumph in the 
* Mandi. 

As the Godownkeeper of the Paramount Bank 
went on removing his locks, Tara Chand went on 
putting the locks of his Bank. It did occur to him 
that he was acting against the instructions nnd 
against common prudence in blindly taking possession 
of the godowns. But then, he thought he could 
easily rely upon the stocks being in order, because he 
was taking over the security from another bank and 
not from the borrower. 

The simpleton of a godownkeeper was soon to 
■ learn that he had been, by a clever deception, made 
the victim of a cruel fraud. The next day when he 
checked the godowns he had taken over from the 
Paramount Bank, he found that they did not contain 
even half of the stocks shown in the Delivery orders 
he had blindly signed at the time of obtaining 
possession of the godowns, 



advances against delivery 
^ORDERS ISSUED BY THE CON- 
CERNS OF THE BORROWERS 

“ mite realize that the banks cannot get 

onifthey refuse totrust anybody What. ce 

fail to cotnprehendisthe tragic Umd relmm 
L sometimes place on the mrds and the 
Jiaen statements of business men owmng large 
concerns. Why can they ttot take courage m 
Mh hands and insist on satisfymg themselves^ 
about the accuracy of periodical statements on 
vchieh depends the safety of 
entrmted to the borrowers." (BUR 

Ismailji Moloobhai, the 
Uhco Vitii and Sons, owned a number f arge 

mills all over Burma. He was 

rich merchant and every bank was anxio 

the business of '„\7trorBtocks of paddy 

E l"n1 in^rmills. In Burnra the delivery 

"ftostofthebig rice mills clrcn^^^^^^^^^ 

rally as negotiable instruments as nra y 
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the rice mills rather than take delivery of stocks anj 
incur the expenses of removal. Supervision in suet 
cases actually remains with the mills. As a 
these delivery orders pass from hand to hand for a 
longtime. It is only when the goods are sold toe.v 
porting firms that they take delivery of the good; 
from the mills for shipment. 

In this practice Mr. Ismailji saw an opporUmity 
of raising money on fictitious securities. He had 
seven rice mills at seven ditferent places and the 
stocks in all the mills were pledged to seven different 
banks. For instance, the stocks in Akyab Mill were 
mortgaged with the Great Oriental Bank, while the 
stocks in the Bassein Mill were alienated to the 
First National. He issued bogus delivery orders 
from each one of the mills, made them appear to 
have passed through different hands and lodged them 
as security with the six banks which did not have 
the account of the mill that had issued the delivery 
orders. So great was his influence and so valuable 
his account to every individual bank that none 
dared annoy him by critically examining his books 
in order to check the quantity and quality of the 
stocks pledged to the bank and to ascertain and leave 
out of account, the stocks fon which delivery orders 
had been issued to the public. He kept on shifting 
the bogus delivery orders from one bank to another 
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jnd thus managed to hoodwink the bankers into be- 
lieving that there was a good turnover in his different 

sccounts. 

His business was very large; his mills were 
large concerns and there were huge stocks of paddy 
and rice in each of them. On account of the satis- 
factory dealings he had with all the banks, no bank s 
official carefully verihed his stocks. In the daily 
statements that he issued to the banks, he used to 
show the stocks of paddy and rice much in excess of 
what they actually were. His getting such large 
amounts of money on fictitious stocks gave him a 
very commanding position in the market. This 
blinded the banks to his actual position and he got 
more and more facilities merely on the strength of 
his apparent financial standing and social status. 

The ease with which he could raise lacs of 
rupees without any security made him overtrade 
recklessly. Sudden and precipitate fall in the price 
of rice ruined him and brought to light his real 
financial position which was one of utter in- 
solvency. , 

The news of his failure came as a bolt from t e 

blue to the unsuspecting bankers. They ran to t 
mills with the delivery orders only to find that t 
were never backed by real stocks and the nam 
the intermediate endorsers were fictitious. 
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Ismail could not bear the humiliating treattn^jt 
accorded to him by the society and committed suicij. 
in a fit of frenzy. 



advances against goods re=» 

CEIVED ON CONSIGNMENT BASIS 

“Ram Nath & Sons, piece-goods dealers, vfho 
have been running a Cash Credit account with 
us for the last two years on the security of 
piece-goods, closed their doors yesterday. It 
appears that they bad recently suffered very 
heavy losses. At present they owe our bank 
Rs. 43,000/- in their Cash Credit account. But 
against this we hold first class British piece-goods 
worth about Rs. 70,000/-. The Bank's moneys 
are therefore absolutely safe." 

Hardly had a month passed since the Manager 
of the Cawnpore Office of the Northern Bank had 
sent the above report to his Head Office advising 
the failure of Ram Nath & Sons, when the authorities 
were surprised to receive an intimation from the 
same officer saying that the goods pledged to the 
Bank by Ram Nath & Sons had all been received by 
the firm on consignment basis and the solicitors 
acting on behalf of the manufacturers were demand- 
ing the return of the goods as unpaid vendors. 

Ram Nath, the proprietor of Messrs. Ram Nath 
& Sons, was a clever man with a sweet tongue. On 
account of his very courteous behaviour and ever 
readiness to meet the customers’ wishes and require- 
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ments, his business was daily increasing. The pro. 
ducts of well-known foreign manufacturers, which 
were not available in the shops of the leading dealers, 
could be had in Ram Nath’s shop in a variety of 
shades and patterns. 

The manufacturers’ representatives visiting India 
had seen his turnover and had agreed to send him 
goods on consignment basis. 

The increasing sales led Ram Nath into ordering 
more and more goods and a time came when he was 
saddled with such heavy, stocks that through sheer 
nervousness he reduced the prices to clear the old 
stocks. The effect was almost magical and the 
entire stocks were cleared within a week. Ram Nath 
was not slow to profit by this experience. He had 
now learnt that, if he could sell the goods a little 
cheaper than other dealers, he could have a much 
larger, turnover in his business. Why should he not 
get more goods on consignment basis, sell them at 
cheaper rates and misappropriate the proceeds? 

He ordered large quantities of goods and when 
he could not dispose th^m of as quickly as he had ex- 
pected, he managed to pledge them with the Northern 
Bank. The Bank took from him the Bills of Lading, 
Invoices and other documents relating to the goods, 
and went on making advances till the balance in his 
Cash Credit account exceeded Rs. 43,000. 
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When Messrs, Ram Nath & Sons failed, the soli- 
citors acting on behalf of the manufacturers, who 
had sent the goods on consignment basis to Messrs. 
Ram Nath & Sons, demanded possession of the goods 
as unpaid vendors. The Bank consulted their own 
lawyers who advised the Bank not to resist the 
claim of the manufacturers pointing out that the 
Bank .having accepted from the borrowers the 
manufacturers’ invoices which clearly indicated that 
the goods had been sent on consignment basis, was 
bound to ascertain that the goods had been paid for. 

The Bank realised that its Cawnpore Office had 
been negligent and had made a mistake in making 
advances to Messrs. Ram Nath & Sons on the security 
of goods which they had received merely on con- 
signment basis and to which they had no right to 
pledge. 



STAMPS ON FOREIGN BILLS 

Inspector “ Wilson, I was jnst going through 
your book and found that you have 
debited your Profit and Loss with 
Rs. 50,000 on account of stamps 
affixed on Foreign Bills received 
from London and other branches 
during the last twelve months, 
This would mean that last year 
you received bills for ■£. 40,00,000 
but the bills actually received by 
you during this period do not 
come to half that figure. How do 
you account for this ? ” 

The Great Oriental Bank had laid down perfect 
systems for all their departments. In the Foreign Bills 
Department all the foreign bill stamps purchased 
were debited to the ‘Foreign Bill Stamps’ account, 
Whenever any stamp was taken out for use, corres- 
ponding credit was given to the ‘Foreign Bill Stamps 
account. In case of foreign bills, against which the 
Bank had made advances, the amount of stamp duty 
was worked out on the Bill's schedule in ink, and 
the’^totals of all schedules were debited by one 
voucher to the Profit and Loss account, and 
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rMnonding credit was given to the ‘Foreign Bill 
account. In case of foreign bills received 
L collection, the duty was worked out in a special 
olumn provided for the purpose in the ‘ Foreign Bills 
, CoLction ■ register. The total of stamps re- 
La for stamping the bills for collection was 

Ibiled to ‘Charges on Foreign Bills “ 

credited to ‘Foreign Bill Stamps' account. The 
balance at the foot of the ‘ Foreign Bill Stamps 
account therefore represented the value of foreign 
bill stamps on hand. This system provided a perfect 
check on the ‘Foreign Bills Stamps’ account. The 
officer in charge was personally | 

seeing that the duty was properly worked out o 
schedules and in the register, and 
amounts were actually affixed on each b, 1 and 
cancelled in his presence, thus leaving no 
for anybody to understamp the bills. 

Mr. Grey had been placed incharge of t e oreign 
Bills Department after a short training. e wm 
therefore, inexperienced and was not in a 
appreciate why the Bank had laid down such a strict 

system of checks and balances and ^ 

insisting on the staff checking 

allowed certain laxity to deve p 
of books. When the clerks pleaded tor 

»= =„on as Dossible, he would hurriedly sign 
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and return them. 

They had in the foreign bills department a cletl; 
named Mani Bhai, It was his duty to work out the 
Indian stamp duty on foreign bills and to stamp the 
foreign bills with the necessary stamps. He soon 
discovered that the officer was not checking the booh 
and vouchers carefully and would sign blindly any. 
thing that was placed before him. Mani Bhai 
thought of making money by taking advantaged 
the slackness on the part of the officer. He accom- 
plished this by one of the following methods: 

(1) . While striking the totals of the column 

meant for writing the amount of foreign 
bill stamps, he deliberately swelled the 
totals ; 

Or 

(2) . While working out the stamp duty he would 

put against the respective bill a higher figure 
than the amount of stamps actually required 
for correctly stamping the bill. 

(3) , In many cases he would actually stamp the 

bills with less stamps than what he had 
received for the particular bills. 

Thus a large stock of unused stamps would 
accumulate in his hand, These would have been 
useless to him if he had not been able to convert 
them into cash. But he cleverly managed to per- 
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,„,de the jamadar to allow him to go to the Stamp 
'ofc frequently for purchasing the fore.gn^ b, 1 
required for the Bank. He would hurriedly 
Lve the office apparently for the Stamp 0/lice but 
ivoiild actually go to his place, and would bring with 

him the foreign bill stamps accumulated by him. 

He went on doing this with impunity for a 
„etty long time. The cost of stamps on Advance 
Bills was debited directly to profit & loss and there 
was no further check on the amount thus debited. 
Theunderstamped bills also escaped notice because 
the drawees never cared to check whether the bills 
had been properly stamped so long as they^were not 
requited to pay mote than the usual stamp duty. ^ 

The fraud came to light when an intelligent 
Inspector going through the profit & loss account 
compared the cost of foreign bills stamps debited to 
the Bank with the volume of foreign bills received 

and discovered a glaring discrepancy. He actually 

worked out again the stamp duty require to s p 
all inward foreign bills during the last 
and found that Man! Bhai had defrauded the Bank to 
the extent of at least Rs. 20,000/- during the preced- 

ing twelve months alone. 

Mani Bhai died soon after his re ease ^ 
gaol. His children are still seen begging in 
streets of Calcutta. 



OPENING CURRENT ACCOUNTS 

jgHANDU LAL, the eldest son of Seth Jamna 
^ Das, a rich mill owner of Gujrat, was travelling 
in a second class compartment by the Kathiawar 
Express. At Surat a Parsec gentleman got into his 
compartment and introduced himself as Barrister 
Sodawaterwala. 

The new entrant was an entertaining conversa- 
tionalist and soon made friends with Chandu Lai and 
other persons travelling in that compartment. While 
the train was nearing Bombay he started describing 
to Chandu Lai how his father had left him large 
amounts in Shares and Government Securities and 
enquired whether he could introduce him to some 
good bank or a reliable firm of Stock and Share 
Brokers. He informed Chandu Lai that he wanted 
to sell some of the Government securities in order 
to invest the proceeds in other securities which 
would bring a better return. Chandu Lai offered to 
help him if he called at his father's office in the Fort 
at 11 O'clock the next morning. 

In response to this appointment Mr. Sodawater- 
wala looked, up Chandu Lai in his father’s office the 
next day. Chandu Lai introduced him to the Manager 
of the New Town Bank where his father was much 
respected as a valued client. Sodawaterwala opened 
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gn account with the Bank with Rs. 2000/- which he 
paid in cash. 

within the next few weeks Sodawaterwala sold 
through the Bank securities worth Rs. 47,000/.- and 
cashed a number of cheques and dividened warrants 
payable to Hormusji Meherwanjee Sodawater.wala. 

The new account which was so operative for the 
Hfit two or three weeks suddenly became dormant 
in the fourth week and showed hardly any operation 
afterwards, the balance \^hich used always to re- 
main at a respectable figure went down to a thousand 
rupees and the Bank did ' not see Mr. Sodawaterwala 

for, some time. 

The next time he came to the Bank he was 
accompanied bv a police officer, who informed the 
Bank that the real name of the cheat was Rustomji 
Pestonji Sodawaterwala and that he had stolen securi 
ties and cheques belonging'to his distant relation, 
Hormusji Meherwanjl Sodawaterwala who had die 
of heart failure a few weeks before while his wife and 
children were away with a tourist party in America. 

The Newi'own Bank had to pay heavily for 
accepting the introduction from a rich and respect* 
able but easily gullible persoti. 



ADVANCES AGAINST PIECE-GOODS 


Lancashire enjoyed a practical monopoly 
of supplying India's requirements of finer 
piece-goods, banks were liberally advancing against the 
imported British textiles; because the invoices clearly 
showed the quantity, quality and the real age of the 
goods. The goods having been standardised were 
readily saleable. 

On account of their cheapness, the products of 
the Japanese and the Indian Cotton and Woollen 
mills supplanted the imports from Britain, but the mar- 
keting methods followed by their successors differed 
from those followed by the British manufacturers, 

The Japanese Textile industry is greatly ration- 
alized; certain mills specialise in turning out grey 
cloth; some devote themselves entirely to dyeing; 
while others concentrate on printing. The Jap sells 
for cash. The larger Indian importer has, therefore, 
to keep a representative in Japan to attend to his 
purchases at every stage in their manufacture and to 
secure a portion in the Quota of exports assigned to 
the country. The Japanese piece-goods imported by 
Indian merchants directly on their own account, enfei 
India with invoices which are prepared by the impor- 
ters’ own representatives in Kobe. Whatever the 
advantages of such a system and whatever the neces 
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ity for its continuance, the banker, who is by nature 
:autioiis and conservative, if called upon to make 
idvances against piece-goods, would prefer the secu- 
ity of the British product to its Japanese coiinter- 

)art. 

Many of the Indian mills are placing their pro- 
lucts on the market through their own sole selling 
igents. Their products, therefore, come on the mar- 
;et not with the original manufacturers’ invoices but 
,vith the invoices prepared by their sole selling agents. 
These invoices often do not give a satisfactory des- 
cription of the goods. The bankers, therefore, feel 
chary in making advances against Indian cotton 
3iece-goods. 

In case of leading firms, with very good repu- 
tation, the bankers, however, have been accepting 
ill kinds of goods whether these be British, Japanese 
or Indian and whether these be supposed ^ by 
manufacturers’ invoices, borrowers invoices, invoices 
of the sole selling agents of the mills, or of com- 
mission agents in larger towns. 

The Western Bank had advanced three lacs of 
rupees to Messrs. Mathra Das Ram Nath, one of the 
biggest piece-goods dealers in Amritsar. A major por 
tion of the goods held in this account was Japanese 
piece-goods supported by borrowers own invoi ^ 
Next in importance was Indian cotton piecegoo 
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bought notdUectly from the mills, but from the 
mills’'sole selling agen^s, or from commission agents 
or brokers in the port towns, who had gi'ven their 
own invoices.. The value of British piece-goods held 
in this Account was hardly thirty .thousand riipees, 

One season Messrs. Mathra Das Ram Nath asliid 
the Western Bank to^ make thein advances ’against 
piece-goods purchased by them in Bombay, Calcutta' 
and Karachi. They explained to the Bank that 
they had curtailed forward booking and were buying 
ready goods from the, dealers just to ^ meet the de- 
mands of the regular customers. On account of 
their long and satisfactory dealings, the Bank agreed 
to accommodate them against such goods; 

In spite of the indulgence shown by the Bank; 
the turnover in their account remained quife uii- 
satisfactory for about a year. Towards tlie end of 
this period, the proprietors were found rarely attend- 
ing their shop and when the 6rm closed its doors, it 
was reported that all. the partners had left Amrit^r 
without informing anybody as to where they had 
gone. After observing due formalities of serving 
notice on the borrowers, the Bank, therefore, pro- 
ceeded to sell off the goods. . 

In case of Japanese piece-goods Supported by the 
borrowers’ own invoices the value assigned to the 
goods was found to be much higher than the'^m’oiSnt 
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r The Bank was expecting that at 

r Ldl which the botrowets hed pur- 
est m those artd Karachi, 

;hased loss as the Bank had retired the 

l,,e Je ,3„signments onli' six months 

he Bank thought the goods could not 
,f„reand th Bank^ , Itter of Iddf, the Bank 
[lave depreciated. , . ^ 

,„„„d that this lot was the jst 

„i„ed old cheap . j^e invoices. On 

the prices to t e^goo^ ^ 

enquiry it was foun Karachi Calcutta and 

have drawn „edhani« 

Other places, wer ^ as to 

the borrowers had a«ange 

make the Bank believe tha Ptesi- 

mceived Irom independent merchants 

dency towns. c previous 

Some of the woollen goods ofjh P 

"c «,i fn have been damaged oy 

season, were found defective packing. 

,and white ants on accoun write off a large 

The Bank had consequently to w 

r»rtrflr\n rt f the dues. 



CREDITING AMOUNTS OF TELE- 
GRAPHIC TRANSFERS 

g ARNAMDAS Mathradas were bankers and com- 
mission agents. They commanded plentiful 
resources and enjoyed good credit in the market. 
Harnamdas Mathradas used to invest their surplus 
funds in hundies. But occasionally, they used to 
get these hundies rediscounted at the Metropolitan 
Bank, Udhampur, with whom they maintained a 
current account. 

On the 17th June, i, e., a few days before the 
firm failed, the Metropolitan Bank, Udhampme, re- 
ceived a telegram from their Nagpur Office instructing 
them to advise and pay Messrs. Harnamdas Mathta 
Das Rs. 13,000/', The Bank waited for the payees 
to turn up to claim the amount. They did not. A 
hundi for Rs. 10,000/- which had been discounted to 
them matured for payment on the 18th but remained 
unpaid. On the 19th of June, the accountant of the 
Metropolitan Bank remembered that there was a 
telegram forRs. 13,000/* from Nagpur in their favour, 
and presuming that this was meant to cover the 
debit on account of the hundi which was not yet 
paid, credited the amount of the telegraphic remit- 
tance to the account of the firm. Against this credit 
he discharged the hundi for Rs. 10,000/-, 
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The firm closed its doors on the 20th June. 

Hardly had a few days passed when tlie Bank 
received a notice from a pleader in Nagpur intima- 
ting to the Bank that his clients Hemraj Dinanath 
had remitted Rs. 15,000/> through the Metropolitan 
Bank on the 16th June in connection with certain 
orders they had placed with Harnamdas Mathradas. 
As the firm had failed and had not fulfilled their part 
of the contract, they were not entitled to the amount 
remitted by his clients. The pleader further added 
that he held a letter from Harnamdas Mathradas say- 
ing that they had not received the payment of the 
telegraphic transfer nor had any intention of receiv- 
ing it. 

The Bank in the first place pleaded that as the 
party had become insolvent the money was vested 
in the Official Assignee. When the pleader addressed 
the Official Assignee, he intimated to the pleader 
that as the insolvents had not received the amount 
which was remitted to them subject to the fulfilment 
of certain conditions, he had no objection to the 
Bank refunding the amount to the remitter. 

After this the authorities of the Bank found 
themselves in a very awkward position. Not only 
that they had to refund this amount of Rs. 15,000/-, 
which would not have made their position worse, but 
that they had lost their recourse to the previous 
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endorsers due to their having failed to take the requi- 
site proceedings on the dishonour of the hundii The 
drawers of the bill were traced but were found to be 
;men without means. In fact it was discovered that 
the particular hundi was being renewed for the last 
four years. , 

Had the Bank only insisted on the party's sign- 
ing a receipt before crediting the amount to their 
account or had they taken standing instructions from 
the party to credit such remittances to their account 
..as and when received, they would have saved them- 
selves from this loss. 



advances against delivery 

ORDERS 

tf'ULDlP Patel was a clerk in a big European 
mercantile firm. Pie was a smart man with 
winning manners and a charming personality. All 
the officers liked him and recognized him as a 
capable salesman who could easily push up the sale 
of any decent product. They were very sorry to 
hear of Knldip’s plans to leave their service and to 
start a business of his own. The chief sent for him 
and while speaking encouragingly of his capabilities, 
impressed upon him the difficulties that would come 
in his way if he started business without gathering 
sufficient capital to meet the sudden adverses, so 
common in business. In his youthful enthusiasm 
Kiildip could not however weigh properly the 
seriousness of his step ^ and the sincerity o 
advice; he rushed into opening his own business. 

As is usual with newly started business, Kuldip 
& Co. went on booking orders for any merchant 
who cared to give them business. Most of the buj 

were not able to take deliveries and it was with great 

difficulty that Kuldip could persuade one or two 
Bank managers to accommodate him against e 

goods he had imported. The 

sent all the goods under one bill of ladi g 
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Nters. Thoinw)!! N: Joliu>iuM, a bl/j bfin nf i'Mu^ 
Aj^onts wlio luip[)anail Ici laivti Ihitu ollu^d^i la Doiidon 
and in Dombiiy. KuKlip nonudmw nianiii'fid to in. 
diice Mr. Gholubliai, tiai Manaf;or ol' iho Noriliom 
HanU to k'vo him ad van 00.4 auaiiisl ibo ijnodn lying 
with the Cloai'inK 'riaj Maiiat^or wa?* pre. 

pared to accept ItUtma from tla^ Clrarlni; Aunnis 
stating that tlaiy ludd the good;^ nw hi:', accminl, 
and would delivei' the saimi on his n’.lnrninj' llieir 
letteivj duly discharged by I In’: I'lank. 'Vliis anunt'd. 
ment helped Knldip to sell tin; tii'sU lot at a protit. 
When the sccoml lot arrived it was a larger one, 
After the sale of the tir.sL lot tlto bigger coinpunioi 
had come to 1 <IH)W of the arrival in the market, of 
the products introduced by Knldip vN Co., to coiuiidle 
with the articles which they bad been unporting ko 
long. They therefore an no mi ceil red noli ons in the 
prices of their jirodiicls wliicli were, wedhknown in 
the market. Knldip’s dealers got frightened und 
started repudiating their corUracts. As the ainnmili; 
involved in most of the cases w(*re not very largo 
and most of the dealers had fouml out some e.NCino 

or the other for backing out of tbe contracts most 

of them were trying to lind fault with the quality 
of the goods — Knldip was in an awkward jjojiilioii. 
He could find no way out of the crirus which over* 
took him so soon and so suddenly in liis career. Tlic 
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Bank dcm:iml(.iil fnitl«!r miiif'in either in cash or in 
gOO(lf5. 

Knldip wan too proud to acknowledge defeat 
without a light. He argued to hiniHelf that if he did 
not rob anybody but rcHorted to Home trick to tide 
over hiH temporary difficnltioH till he had disposed of 
Iluj goods, the end would justify the means. The 
easiest solution of the difficulty he could think of 
was to get hold of some letter heads from the office 
of Messrs. Thomson d: Johnson and to make out 
bogus delivery orders to he lodged with the Bank as 
further securitj-. With this he persuaded the Bank 
to give him further time to dispose of the goods now 
lying on his hands. 

The Bank had verified the delivery orders for the 
first lot. Later, they omitted to observe the formality. 
This slackness on the part of the Bank officials 
suggested to him to manufacture more spurious de- 
livery orders. These delivery orders he went on lodg- 
ing with the Bank and got in e.\change delivery of 
goods represented by genuine delivery orders. As 
soon as he got the goods, he disposed of the same 
and utilised the proceeds in increasing the show that 
he was keeping up and secured on credit large amounts 
from the ba/ar. With the moneys so obtained 
he withdrew from the Bank certain false delivery 
orders he had handed over to them. As the turnover 
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in his account incieased the Bank’s confidence in 
him, they went on accepting moie and more of his 
faked delivery orders. 

Sooner or later the truth will out. It may be 
delayed for some time but it cannot be siipressed for 
ever. Unfortunately for Knldip, Mr. Satyadev, the 
senior Securities' Clerk who was ailing and was on 
leave for the last six months returned to duty and 
one of the first thing he did was to take the delivery 
orders to the office of the Clearing Agents for verifica- 
tion. Mr. Satyadev could not believe the officer of 
the Clearing Agents’ firm telling him that the deli- 
very orders were forgeries and were made out on 
letter-heads stolen from their office. 

Kuldip Patel admitted in the Presidency Magis- 
trate’s court that he had prepared bogus delivery 
orders on the firm’s letter-heads which he had secu- 
red through a peon in the employ of Messrs. Thomson 
and Johnson. 



advances against shares 


‘ fN this account of Ram Lai Tilani, you are holding 
a number of shares. Have you notified the 
companies about our lien on these shares? Why 
has not the dividend on these shares been received 
for credit of this account ? " 

When the Inspector asked these questions about 
the account, the Manager explained to him'that the 
borrower was a very rich man and would feel offended 
if the Bank gave notices of its lien on the shares to 
the respective companies. The Inspector was satis- 
fied for the time being. 

Next day, however, while actually checking the 
securities he came across scrips for shares in certain 
jute campanies where the number of shares repres- 
iented by each scrip was unusually large. For in- 
stance, there were three certificates each covering 
50 shares in the Bengal Jute Go. The maximum 
number of shares which the Inspector had ever 
seen represented by one scrip in the biggest accounts 
in Calcutta, was 23. This fact coupled with the 
irregularities noticed by him the previous day made 
the Inspector suspect that there was something v rong 
with the advance. He wanted to have a look at 
the report on the financial standing of the party but 
to his surprise he found that the branch had not 
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cared to obtain any information about the credit c- 

worthiness of the borrower even when he was grant^-J 
such a big accommodation. 

When the Inspector found that the moreb 
looked into the account the more irregularities h 
noticed, he set himself to find out the real posith:; 
of the account. He started with issuing notices to 
the companies of the lien created in favour of tb 
Bank. 

Unfortunately his worst fears were verysoor 
confirmed by the replies received from the compa. 
nies whose shares were jiledged with the Bank; tb 
Bengal Jute intimated that Ram Lai Tilani kelj 
only three shares in their Company and not 130 a; 
mentioned in the letter addressed to them by tb 
Bank, the information received from the National 
Iron Company disclosed that the borrower held only 
23 shares in the company and not 1500. 

The Inspector scrutinized the share certificalcs 
again but there was absolutely nothing to show that 
the figures had been altered. When he returned to 
Calcutta he took the share scrips with him, and ac- 
tually presented them at the offices of the companiij 
concerned. He was surprised to be informed that 
the numbers on the share scrips had really been 
changed with tlie aid of chemicals and that the cer- 
tificates had been made to appear as representing i 
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-iich nuiTiber of sha.res than those oiiginall) 

■^od for. When, at the suggestion of one of the 
Companies, the writings were subjected to examina- 
tion under ultra-violet rays, the obliterated hgures be- 
came visible again. 

In the subsequent legal proceedings against Ram 
Lai Tilani it transpired that he was a hardened crimi- 
ndand had been to jail a number of times before. 



ADVANCES AGAINST GOVERN- 
MENT PAPERS 

S®HEN the Delhi Express steamed into Bombay 
Central, Mr. Hormusji, an old Parsi gentle- 
man, was seen anxiously looking out of a second 
class compartment. He was surprised to 0nd that 
his brother-indaw, Bomanji was not on the platform 
to receive him. He had written to Bomanji intimat- 
ing him of the day on which he was coming, defini- 
tely mentioning the train by which he was travelling. 

Mr. Hormusji decided to go to the residence of 
his brother- in-law. Reaching there he was astonish- 
ed to see that the room was locked. The old man 
had, therefore, no other alternative but to drive to a 
hotel. As soon as he got over the strain of the 
travel, he proceeded to the Metropolitan Bank where 
Bomanji was employed. At the Bank he learnt that 
Bomanji was absent for the last two days and had 
not even sent a leave application. 

^ He was wondering what could have made Bom- 
anji go out of Bombay without leaving any trace, 
when Hormusji recollected that he had handed to 
his brother in-law last week, Government securities 
worth Rs. 18000/- for lodging these with the Public 
Debt Office for collection of interest, “ Could this 
have anything to do with his disappearance T’—a 
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ll, ought flashed across his mind. 

Hormusji was almost stunned by this unpleasant 
idea. Blit until he was sure that his brother-indaw 
bad really cheated him, he could not take any step 
lest some hasty action on his part, should ruin the 
young man for life. 

He called at the Public Debt Office, gave them 
the particulars of his securities and asked them whe^ 
flier the interest warrants were ready, but learnt that 

the interest had already been paid. 

Mr. Hormusji while on his way to the Bank 
thought it better to call on his solicitor friend 
Manilal Mehta to ask him to accompany him to 


the Bank. 

Hormusji saw the Manager of the Premier Bank 
and explained the purpose of his visit. " I am sorry 
I cannot give you any information about the ac- 
count of a customer of our Bank, replied the 
Manager. “Mr. Plormnsji is anxious to settle the 
matter amicably, if it can be easily done. He has 
not endorsed the Government Papeia and the Bank 
cannot retain them, “ intervened the Solicitor. 

This brought home to the Manager the serious- 
ness of the issues involved. He asked Hormusji to 
sign his name on a slip of paper and sent for 
government papers to find out whether the signatu ' 
on the securities had really been forged. He as' 
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for the details of tlio {iccoiiiit and for whatsoever 
information the offico iwssossfid uhoul, tlie means anil 
standing of hlomanji Gol}valii, who aj)jioaretl to have 
taken an advance from the Hank agaimd tlic securities, 
The Manager noticed that the signatures of Harmnsji 
and tlioseof Hotnanji appearing on the government 
promissory notes were practically in llic same hand- 
writing, and that tlie signature of Mr. Ilormnsji on 
the govern I no fit papers coni pit itely differed from tlie 
style of his signatmc just then taken on the 
slip of paper, lie reali^icd rat hi! r loo late that lind 
the government papers been renewed in favour of 
the Bank, he could have successfully resisted any 
attempt of Horniiiaji to claim hacik the promissory 
notes. Knowing the weakiiciis of his position lie 
thought it better to come to a coniprotnise. 

Profiting by this experience the Hank has, since 
that day, stopped making advances against govern- 
ment papers until these are renewed in the Hunk's 


name. 



SUBSTITUTION OF STOCKS 

MHIC continued ftill in llm pnco of sugar every 
H succeeding season, lincl no doubt affeoted the 
financial position ol most of the sugar mills but R. >. 
Sham Lai felt the blow more severely than most of 
the other mill owners. When the sugar industry 
was granted protection, he mobilized all his resources 
and with the help of his relations started a proprietory 
„,ill on the bank of the Ganges, twenty miles south- 
east of Ciiwnpore. As the site he had secured for 
the mill was in a very suitable locality, many o 
his friends offered to become share-holders it e 
converted his concern into a joint stock company. 
As however, he expected that his prolits would be 
very large he politely but firmly declined all sue 

‘“'"The imposition of excise Duty, the cut-throat 
competition of the mills and the lepudiation o ^ 
tracts by his dealers made it difficult for h, in to 
carry on tlio work of the mill without ^ 

Sion of working capital. The stocks in the godown^ 
pledged to the Bank were accumulating 

LnLvas asking for more and more mai,im as> 

market kept on declining. He, 

to pass through the hrst adverse season without 

innrh tl'oubl©* 



132 


BANKING FRAUDS IN INDIA 


He believed that the trials through which he had 
passed in the last season were only temporary and, 
even should the depression be intensified for the 
time being, the mills would combine and find out 
some solution to get out of the embarrasing situation. 
But he recognijsed that he could not be very optimis- 
tic. Shrewd as he was, he realized that he must be 
prepared to encounter similar difficulties should they 
repeat. He, therefore, had his plans laid out in 
advance. 

“Rai Sahib, your Guest House has not yet been 
completed,” remarked the Bank Manager as he stepped 
out of his car on his reaching the mill premises. 
“My godown-keeper wrote to me sometime back 
that your building materials are lying in one of the 
biggest godownsand your bags of cement are getting 
mixed up with the sugar bags,” continued he, 

“We ourselves were anxious that this work 
should be finished before sugar stocks started ac- 
cumulating in the season, but the expert whom we 
had secured for the reinforced concrete work fell ill 
and went back just when the concrete section of the 
work was taken in hand. We have last week se- 
cured the services of another man and we are now 
working day and night to have it finished as early 
as possible,” replied R. B. Sham Lai. 

Though the Cash Credit account of the Mill 
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against stocks of sugar was running in order at the 
Bank from the beginning of the season, the clearance 
of stocks was unsatisfactory. On account of over* 
llowing stocks the go downs were being stacked in 

uncountable manner. 

The Mill suddenly stopped manufacturing sugar, 
weeks before the end of the season. The Bank then 
pressed R. B. Sham Lai to sell at least a portion of 
(he stocks and reduce his indebtedness to the Bank, 
and although he kept on promising he did not do 
anything. After waiting for about four months the 
Bank made ready to dispose of the stocks. 

The Manager went to the Mill with two in- 
fluential brokers to show them the samples and obtain 
offers from them. When actually taking out the 
samples one of the brokers was astonished' to find 
lliat some of the bags contained river-side sand in* 
stead of sugar. He brought this to the notice of the 
Manager who fearing serious developments, decided 
to stay at the Mill until all the bags had been exa- 
amined and their contents veri fied. The Rai Bahadur 
was immediately sent for. 

Sham Lai: “Manager Sahib, I got your telegram. 

Is it not surprising that four months 
after the Mill was closed, you should 
discover that there are bags containing 
sand instead of sugar. Had the sand 
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bags been there when we were all hei 
in the season, would not your Inspg, 
tors have discovered it ? Don't yc 
think this is the work of your godow 
keepers." 

Manager; "We shall leave it for the Police { 
settle, but I now understand wliy th 
work on the Guest House was prc 
longed late into the season." 



advances to agriculturists 

fc^ADHAVRAO Gobindrao, sometimes a well-to* 
Ip do gentleman, had been keeping a good current 
cconnt with the Prosperity Bank, Poona, for several 
ears. The Bank knew him to be a rich man holding 
irge agricultural property. Bad company, however, 
lad led to his dissipating all his wealth. He managed 
0 dispose of his assets so quickly and so secretly 
hat not even his closest friends could know that he 
lad very little left which he could call his own. 

On account of his long and satisfactory dealings 
dtli the Bank, the Manager used to respect the old 
aan. When therefore Madhavrao asked for a temper- 
ry overdraft of Rs. 3,000/- the Manager could not 
efuse him. Months passed and in spite of repeated 
sminders, Madhavrao would not repay the advance. 
:he authorities of the Bank instructed the Branch 
lanager to file a suit for the recovery of the dues. 

In the court the borrower submitted that he was 
,n agriculturist and successfully claimed the protec 
ion of the Deccan Agriculturists Relief Act. 

The Bank wrote off the amount as bad debt and 
nstructed its branches in other provinces to study 
imilar enactments governing financial transactions 
vith agriculturists- 



SELLING OF SECURITIES 


make advance against shares and Govern. 
^ ment securities on the understanding that the 
borrowers will maintain the stipulated peicentagsoi 
margin on the market value of the securities. 

When the market goes down the margin ii 
reduced. If the fall is veiy piecipitate, the niargn 
may actually vanish and the liank’s advance nia; 
even exceed the value of the securities held by th 
Bank. Banks, therefore, threaten to sell off th 
securities if the borrower does not take immediat 
steps to make up the deficit. Very often these threal 
are given only with a view to frighten the borrows 
and make him seriously try to send the require 
remittance to the Bank. If the borrower is reall 
making attempts to pay up the deficit the bankdoi 
not generally start selling the securities. 

Cases are known where some of the banks tli 
threatened to dispose of the securities but did n 
actually sell within a reasonable time after the da 
of the notice, had to pay very, heavy penalties I 
not carrying out their threats. 

The Premier Bank had advanced Rs. .30,000 
Ram Chandra Manohar against Hindustan Iron a 
Steel shares when these were quoted at a very hi 
After a few months of their making I 


premium. 
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advance, the price of the shares began to fall and the 
Banli sent a registered notice to the boriower on 
the lOth April, intimating him that if he did not 
pay Rs. 20,000/- by the first of May, and Urns brought 
the margin in his account to the stipulated level. 

they would sell his securities. 

Somehow, the Bank did not sell the securities 
until after August, when the price of the securities 
had dropped considerably below the level ruling in 
May. Had the Bank sold the securities in May at 
the price then current, there would have been a sur- 
plus of Rs. 10,000 in the borrower’s favour. As a 
result of their selling the securities in August, there 
was a shortfall of Rs. 10.000 in the account. 

In the ordinary course, the Bank demanded 
Rs. 10,000 from Ramchandra Manohar and on hia 
refusing to pay, filed a suit against him. He. how- 
ever, contended that he was all along under the 
impression that the Bank had sold his securities m 
May and was expecting that he would have a credit 

balance of Rs. 10, 000/- in his account. 

The Bank lost the case. Ramchandra Manohai 
filed a counter claim against the Bank for recovery 
of Rs. 10,000, He was granted a decree against t e 
Bank for Rs 10,000, being the surplus which the 
borrower would have had in his favour if the Bank 
had carried out the threat within a reasonable time. 



PASSING CHEQUES 


S clumsy forgery by a raub outsider is now rave, 
The crook has carried his art almost to peifec. 
tion. He generally selects his accomplice from 
people who possess personality and charm of man- 
ners and are capable of wielding a sort of influence 
over banks’ officers and the staff. The start is usual- 
ly made by small forgeries. 

"Here, Sir, is a bearer cheque for Rs. 100/- 
drawn by such an important client of your Bank and 
the ledger keeper wants to return it saying that the 
signature differs from the specimen on record. I am 
prepared to admit that there might be a slight differ- 
ence somewhere for I know that the man is ill and 
cannot sign properly. After all, the cheque Is fora 
trifling amount and nobody would like to be behind 
the bars for such a small amount", urged a respect- 
able lookingsmavt young man who had been frequent- 
ly seen in the Western l^ank. 

The officer sent for the specimen signature card, 
compared the signature on the cheque and noticed 
the difference but taking into consideration the 
amount of the cheque and the explanation of the 
person presenting the cheque he felt that the Bank 
would run little risk in passing the cheque and 
instructed the ledger keeper to pay it. 
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Exactly a week later, the same man presented 
another bearer cheque for Rs. 500/- drawn on the 
same account. The ledger keeper raised the same 
objection,, but the man referring to the signature on 
[he previous cheque, gave the same explanation about 
the ill health of the drawer and got this cheque 
passed also. A few days later the same person whom 
we shall now call Ramnik Lai, presented a cheque 
'foi'Rs. 3,000/- on the same account. The ledger 
keeper again maintained that the signature was not 
all right. Ramnik Lai made a grievance of the led- 
ger keeper’s treatment, accused him of being obsti- 
nate, explained that he was taking in cash only 
Rs. 1,400/- out of Rs. 3000/- and was redepositing 
Rs, 1600/-, which amount was payable by him to the 
depositor, He got this cheque passed also. . 

' To avoid vexation and delay every time he pre- 
sented a cheque, I^amnik Lai proposed that the 
Bank should get a fresh specimen of signature of 
the bed- ridden depositor and should keep it on 
record. 

Unfortunately, the Offtcer succumbed to the 
logic of the smart fellow’s arguments and gave him 
a blank specimen signature card to be signed by the 
depositor who was reported to be ill* Ramnik La 
returned the card with the signature which tallied 
with the signature appearing on the lecent wit.i 
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di-awals. The Officer authenticated the same, took 
out the old card and placed the new one in its place. 

He unfortunately overlooked the fact that the 
signature had not been placed on the new card in 
the presence of a Bank official. He should not 
have accepted the card without at least carefully 
comparing the signature with the original on record, 
He should have thoroughly scrutini;ied the style, and 
the characteristic strokes before authenticating the 
new card. 

Ramnik Lai caslied some more cheques aggre- 
gating to about Rs. 10,000/-, on the strength of the 
forged specimen signature that he had supplied to 
the Bank on the new card. He would have gradually 
drawn the entire balance of Rs. 60,000/- lying in 
this account, had not the depositor returned from 
his native place much earlier than the cheat had 

expected. 

Ramnik Lai absconded. The Bank had to make 
good the amount withdrawn by Ramnik Lai by 
forged cheques. 



OMISSION TO PERFORATE 
drafts, ETC. 

‘•your letter stating draft dated 
fourteentfi eleven thousand 
favouring GANE 3 H SAHAl PAID 
WITHOUT ADVICE UN-INTELLIGI- 
DLE wire PARTICULARS STOP NO 
SUCH DIMET ISSUED STOP ONLY 
THREE DRAFTS ISSUED GANESH 
SAHAl THAT DAY FOR HUNDRED 
EACFI DRAWN ON AMBALA LUDHIANA 
FEROZEPUR.” 

When the Accountant of the Rawalpindi office of 
2 Western Bank received the above noted telegram, 

5 first thought was that some advice gorie o ^ 
•ong bmnoh and ‘"erefore he had aece.va 

am. But then he remembeied that ad 

.e amount with certain was pa.d o a 

an, belonging to another province, who 
■d by Lala Mangamal, Proprietor o . 

:al Mangamal. He took out the draft to m k 
hether it was really drawn by C-npore Offic wh 
ad sent the telegram. The dra t was h re v«th^all 
ae particulars as stated m the advice s 

ore Office. "What could be the matter. Why 
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should they have sent this telegram then!" ijg 
wondered. 

He had paid the draft without referring to the 
Manager because the payee had furnished identifica. 
tion by the proprietor of one of the leading firms. 
He sent for Lala Mangamal and enquired whether 
Ganesh Sahai who cashed tiie draft for Rs. 11,000/., 
was still with him. 

'^Nahin sahib, ham hya janen abJti voh hahn 
ha I, Das sal key pah ale voh hatnarey pass German 
firm hi taraf say at a raha hai. Os he bad to usi dm 
ayatha." (“No sir, what do I know where he is 
now. Ten years ago he used to come to me as a 
representative of a German firm. That was the 
only day he came after so long.") 

It was now becoming evident that the rogue had 
cheated the Bank. 

The Accountant had paid the draft in the absence 
of the advice without referring it to the Manager. He 
was therefore afraid of placing the telegram before 
the Manager. He hesitated for a time, but then 
realised that as the Manager was a really an intelligent 
and influential gentleman, he had better acquaint 
him as soon as possible, with all that had happened. 
He expected that the Manager may still be able to 
recover the money without the matter coming to the 
notice of the Head Office, When the Manager heard 
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what the Accountant had to say, he at once concluded 
that it was the work of some clever crook who had 
altered tfie amount and the name of the branch 
on which it was drawn, possibly with the help of 
chemicals. 

As the telegram mentioned two more drafts, he 
feared that the swindler might have dealt with the 
other two drafts in a similar manner and thought it 
worthwhile to warn the other important branches 
excepting the three mentioned in the teldgram asking 
them to pay all drafts issued by Cawnpore Office 
after referring to advices issued by that office and to 
inform the police if they came across a draft from 
Cawnpore for which they had not received any 
advice. 

The swindler had expected that the fraud would 
not be discovered for a number of days. He pre* 
sented the next draft at Karachi through Messrs. 
Lekhchand Tekchand, one of the welhknown firms. 
They presented it in the Clearing. He had calculated 
that he will not have the least difficulty in getting 
the draft encashed if he handed it to a big firm and 
got it presented through the Clearing. The Bank 
will then have much less time to think over the 
matter. He thought he could also count upon the 
draft presented by a known firm being paid without 
much hesitation. The cheat had read the psychology 
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'of' the Bank management all right, but im fortunately 
for him, the Karachi branch received the telegram 
fi-om Rawalpindi just when the draft was being 
passed for payment. 

The Manager of the Western Bank at Karadii 
was also a very capable man. He did not disclose 
the contents of the telegram even to the office but 
simply instructed them to retui'n the draft with tlie 
memo, “Advice not received." Heat once got in 
touch with the police, explained to them the case 
arid asked them to watch the office of Messrs. Lekh. 
chand Tekchand lest the cheat should run away as 
soon as he came to know that tlie draft was not 
being paid. When the poli'ce reached the officeol 
Lekhchand Tekchand, Ganesh Salmi was there 
eagerly awaiting the intimation of the draft having 
been paid. When he was arrested the police fonml 
the third draft in his possession. Here also tlie 
amount was treated with chemicals and raised tc 
Rs. 3,000/- and the name of the drawee branch \va; 
altered to Hyderabad (Sind). 

The police officers criticised the Bank for no' 
perforating the drafts issued by them. 



transferring amounts by let- 
ters SIGNED BY ONE OFFICER 

Mr. Ferguson “As regnrds the passing of the cheque 
for Rs. 70,000/-, Sir, you had the 
credit advice in your hand when you 
instructed me to pass the cheque 
against the credit untlwnt the least 
itelay. I never thought that there 
could be anything wrong with the 
advice." 

Manager :-“Oh! I said ‘as expeditiously as possible. 

That did not mean that you weie 
to waive all the formalities and omit 
scrutinizing the signatures of the 
officer signing the letter." 

Formerly, bunks used to tmnsfer large amounts 

from a customer's account at one branch 

,1 . i,..„nrh merely by letters signed 

account at another branch mei j > . 

r u cr 'Tl'ipv now ^ 

by one of the officers. They ^ , r citmed 

by proforma drafts on regular ^ 

by two duly authorised ^ 1 ,, ,heat to 

taught them that it rs mor j„^.,,p„eedure 

forge two srguature. rhe t^^^ & 

was introduced aftei one 

defrauded of quite a large sum o > nf inteerity 

their officers from men of integrity 
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and character, hut financial cmharassments, believed 
at the time to be of temporary nature, may sometimes 
tempt some of them to seek relief by fraudulent 
manipulation of entries in books of accounts. Itk 
not easy to pass false entries if the officer is to get 
another officer to join with him in signing. Hence 
greater safety in two signature procedure. 

A well-dressed Marwari called at the Bombay 
Office of the Metropolitan Bank, introduced himself 
as Mr, Poonam Chand, a partner in the firm of 
Messrs. Sitaram Poonamcliand and opened an ac- 
count in the name of the firm with Rs. 10,000/-. He 
gave the officer to understand that the firm had its 
Head Office at Calcutta and there also they were 
banking with the Metropolitan. He further informed 
the Manager that it was likely that large amounts 
may 'ibe transferred from their account at Calcutta 
to their account at Bomba}' and vice, verm. 

jMr. Poonam Chand operated upon the account 
for a week. After that he called at the Bank one 
morning just when it had opened for business and 
inquired if the Bank had received a remittance of 
Rs. 80,000/- from their Calcutta Office. When in- 
formed they hadn't, he requested the Manager to in- 
timate him as soon as the amount was received. 

The Calcutta mail was just being opened when 
Poonam Chand again called at the Bank at 11 O' clock. 
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According to his plans this mail brought the advice 
to credit the firm’s account with Rs. 80,000/-. He 
requested the Manager to instruct the office to pass 
his cheque for Rs. 70,000/- against this credit without 
(ieJay^ The Manager sent for Mr. Ferguson, the 
officer in charge of the Current Accounts Department, 
showed him the letter and asked him to see that the 
cheque for Rs. 70,000/- was passed as expeditiously 

as possible. 

A few days later, the Bombay Branch received 
a telegram from their Calcutta Office questioning the 
debit of Rs. 80,000/-. On careful scrutiny, the letter 
which purported to have come from their Calcutta 

Office, was found to be a forgery. 

The search for the cheat proved unavailing. 



CANCELLATION AND CUSTODY 
OF PAID CHEQUES 


“ 5'°” ^ man. Yester 

' W day you passed a olierpie for Rs. 80,000/. 
without making an entry in the ledger, and that too, 
when the account was not in sufficient funds to meet 
that cheque,” was the severe reproach of the letiger 
checker. 

“Please let me have a look at the cheque,” said 
the ledger keeper. “No, I did not see this cheque 
yesterday," he added emphatically, after glancing -over 
the cheque. 

“Here is your signature and the Accountant has 
duly passed the cheque,” retorted the ledger checker, 

A few minutes later, both of them were seen 
entering the Manager’s room with nervous fore- 
bodings. 

Investigation revealed that this was not a matter 
of simple mistake or misposting but a deliberate and 
now a successful attempt at swindle. It was found 
that the cheque was a genuine document and the 
signatures put on it by the ledger keeper and the 
passing officer were also not forgeries. 

What had happened was this. The cheque had 
been presented ten months ago and was paid in cash 
to the bearer thereof. Somehow, at the time of 
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payment, the cashier forgot to put the stamp “PAID" 
on the cheque. This omission on the part of the 
cashier suggested to someone the possibility of pre- 
senting the cheque over again to the cashier. The 
culprit accomplished this by changing the date on 
the cheque from 20-1-1931 to 20-1M931. 

In most of the well-organised banks the system 
is to enter in the ‘Token Book,' all cheques passed for 
payment. If the volume of business is very large 
the smaller cheques may not be entered in the book 
but bigger cheques are invariably entered and are not 
paid unless these come through the officer in-charge 
of the Current Account Department, duly entered in 

a Token Book. 

The Token Book shows the drawers name, 
the amount of the cheqne and the Token number. 
The cashier on receiving the cheque from the passing 
officer, compares the details before acknowledging 
receipt of the cheque by putting his initials against 

the item in the Token Book. 

It appears that at the Southern Bank where the 

above fraud took place, this system did not exist. 
This facilitated the task of the cheat who had decid- 
ed to re-present the cheque for Rs. 80,000/-. ^ 

He gave a cheque for Rs. 25/-, got a o en 
and with the help of the peon, wrote the "““ter 
n,l= nn the stolen cheque and destroyed the 
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cho(iiic for Ks. :!!)/■. Ar. llu? (or Us. I:i0,0{)0/. 

liiuUlrenfly hv.vn !0j;iu‘d by tiu* pusMinit idlicor, tlic 

pt!on j'Hvt; it taniif'hl In llu* Cfi.ih 1 

the cheat hml no dilTaaiUy it» neltinf; cash for it. 

The omiiision on the part of the t /ashiei in 
marking the clicfpte " TAID " wotihl not have led to 
so serious consefjuemTS luul the brancli got a system 
of securely packing timl eiuel iilly keeping luuler lock 
and key, all llic oltl vimicIkm... 



refunding amounts of 

DI^AFTS REPORTED LOST 


f ;US'l' ili« ChriHUniis holidays Mi*. Vaman 

(injanaji imrohnsad from the l^omlmy Branch of 
the Modern Ihvnl; a draft for Ks. 500/- on their Poona 
Branch favoiiriiiK M(ssrs. liiloibhoy Mahomedbhoy. 
Early in the New Year, lie called at the Bank, repre- 
sented that tli(i draft luid been lost and requested the 
Bank to refund him the amount of the draft. As 
usual, tlu! Bank offered him a diii)licate of the draft, 
but the applicant declined to take the duplicate say- 
"1.‘h(i bank was closed for Christmas holidays. 
The despatch of the i^oods urgently required, was 
being ilehiyed. I had to arrange through a friend 
ill Poona to pay Ks. 500/- to Messrs. Kikabhoy 
iMahomedbhoy in cash. U is not necessary now to 
sc*nd the tlraft to them. I would not take the risk.” 

Mis explanation appeared quite satisfactory and 
the Bank did not insist on his getting a letter from 
Messrs, Kikabhoy Mahomedbhoy. The amount of 
the draft was tlierefore refunded to Mr. Vaman 
Gajanan in cash without his producing the consent 
of the payee. 

Three months later, the draft for Rs. 500/- which 
was reported to have been lost, was presented by t e 
Official Assignee fm’ Poona Branci 
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of the Modern Bank. The Bank returned the draft 
with the remarks: “Draft reported lost. Cancelled." 

The Official Assignee, however, insisted on re- 
ceiving payment of the negotiable instrument asit 
formed part of the assets of the insolvent firm, 
Messrs. Kikabhoy Mahomedbhoy. He maintained 
that if the Bank refunded the amount of the 
draft to any body without consulting the payee they 
did so at their own risk. 

The Official Assignee further stressed that the 
Modern Bank could not escape their liability on the 
draft as the drawers of the Bill of Exchange. The 
Modern Bank had, therefore, to pay the amount of 
the draft over again to the Official Assignee. 

. It was later discovered that Varna n Gajanan, 
who was a man of very small means, belonged to 
a village in a native State in Central India. He had 
recently started business with a meagre capital and 
after suffering losses in his initial transactions, had 
absconded. The Bank did not think it worthwhile 
to waste more good money after bad. 



COLLECTING CHEQUES FOR 
CUSTOMERS 

K AGANLAL Desai had a ciurent account with 
the City Bank. He used to move about in 
khaddar clothes and had created an impression 
t the City Bank that he was a well-to-do business 
nan handling all sorts of general business. 

Once he brought for the credit of his account a 
iheqiie for Rs. .3000/- drawn by Mohd Ismail in 
hvour of the Development Trust. The cheque 
Jiirported to have been endorsed in blank by a 
mperintendent on behalf of the Development Trust. 
The cleaving clerk marked the cheque "Endorsement 
conBrmed" and sent it along with other cheques to 
the Accountant for signing the certificate. le 
Accountant, however, refused to give the certihcato 
because the Trust rarely endorsed away such cheques. 
He gave the clearing clerk definite instructions o 

refuse to collect the cheque. j t j 

The clearing clerk, somehow did not understan 
the instructions clearly and did not know what 
reason he could give for returning the cheyie. He 

expected that if the cheque "'“VPf “ 
incomplete certificate, the Model Bank on wh d t 
was drawn, would refuse to pay the same an ' 
naturallv return it with an objection memo. 
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could then return the cheque in the usual way to the 
customer with the memo from the Bank on whichii 
wiis drawn. 

Unfortunately, the cheque was paid by ike 
drawee Bank and Maganlal Desai drew out the amour, 
of the cheque, and almost his entire balance, thener 
day. Nobody remembered anything about the cheque. 

Mohd Ismail had issued the cheque in favouro: 
the Development Trust on account of the quarteih 
rent he had to pay to the Trust. As the Trcst 
had not received the amount of the cheque the; 
served him with a notice drawing his attention r 
the fact that his rent remained unpaid. Mohd Isna;. 
made enquiries from his Bank and learnt that tk 
cheque in question was presented for payment b> 
the City Bank a few weeks earlier and was paiJ 
through the Clearing, 

Mohd Ismail paid the amount to the Developmen' 
Trust and in their right as true owners of the cheqx 
claimed the amount from the City Bank chargisi 
them with ‘conversion' or in the alternate for money: 
hud and received. The City Bank sought protectic: 
of section 131 of the Negotiable Instruments Act 
proved in the court that some of the respons;^ 
officers of the Development Trust used to endora 
away in favour of their contractors, the pay-orfe 
received from Banks in payment of interest 
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ieposils lodged with the Banks by the contractors in 
Rename of the Trust, and denied liability for wrong- 
fyl conversion. 

The Court in the judgment decided tluit tlje 
rractice could not override the statute winch had 
expressly laid down that the Trust must lodge all such 
cheques for credit of their account with the Bank. 
The judge held that though he appreciated that the 
Bank had collected a crossed che<pie in good faith 
and for a customer, he could not absolve the Bank 
from the liability for being negligent in collecting 
the cheque under inmsual circumstances %\ithout 
making enquiry why a cheque drawn in favour of 
a public body was being paid in for credit o a 
private account. 

Banker's responsibility for collecting cheques for 
his customers is really serious. He has to scrut.nue 
very carefully all cheques received for collection. 

there is the slightest circumstance which is like y to 

arouse suspicion he will be liable for the 

enccs that may arise by his collecting =uc e cc ^ 

cheques for his customer, without making \ f 

Maganlal could not be traced. The Cil> I’anl 
had. therefore, to bear the loss. 



CARELESSNESS IN CHECKING 
BOOKS 

“ ■ifATlN Babii,’’ said tlie Manager, “ you seem to 
m have accepted an introduction from a member 
oMhe staff for opening this account in the name of 
Messrs. Patel & Co. This is against Head Office 

instructions." 

On the Officer's explaining that Kali Chat an Nag, 
the ledgerkeeper, who had introduced the account 
was an old employee of the Bank, the Manager con- 
doned the irregularity, but warned the Officer lo watch 
the operations in the account carefully. 

The Officer, when he came back from the 
Manager’s room, called Kali Charan Kag and told him 
how the Manager had objected to his taking the 
introduction from a member of the staff. ‘If you 
don’t want the account. Sir, I shall ask Uie proprietor 
to transfer it to some other 13ank," put in the ledger- 
keeper, seemingly unconcerned. In course of time, 
the circumstances under which the account wasopen- 
ed were forgotten. 

A few months after the account was opened, 
the operations in the account increased and chequea 
for larger and larger amounts came to be paid to the 
debit of Messrs. Patel & Co.’s account. Mr. Chuni 
Lai Patel, the proprietor of the arm used to call at 



banking l^RAUDS IN INDIA 


157 


. w.^i-eraBank personally to get the passing of 
he cheques expe ■ 

1 favourable '"P . u ntotheledger.hurried- 

7::::r2-^-.dpa.lbeobe..e 

WheTMr. Hoodiwala, a senior Inspector of the 

^ .1, noticed very close friendship existing 

Western Bank n°‘ y 1 ,^ 

between the „„stbe something sinis- 

at once snspecte individuals, 

.eeaboutthe the 

He was authorised with^ 

ledgerkeeperwasnotp^s^^^g^^^^ Inspector looked into 

from the ““™ „ that struck him was the 

the account, the firs g account. 

comparative to the debit of the 

account, bnt he t „f the account, 

the balance standii g balance column, 

always appeared to leav >n to 
sufficient balance ‘o cove ' ^ 

“%>’urCo Te^-Uy being allowed un- 
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their Head Office, discontinued the system ofstfuj, 
mation balancing about a year ago. 

2. The ledgerkeeper was adding a digit to the 
previous day’s closing balance after the checking 
was over but before posting the next cheque. The 
checking officer was simply deducting the amount ol 
the cheque from the previous balance when initiall- 
ing the balance. Even this practice would not have 
availed Kali Charan Nag much, had he not secured 
the help of other ledgerkeepers and had the officers 
been more careful in checking the books. 

3. To further facilitate unauthorised with- 
drawals and to conceal the manipulations he was 
making to cover the fraud, Kali Charan Nag had 
arranged with a number of other ledgerkeepers that 
they should not ink out the balances taken out by 
them every fortnight. 

4. The officers used to check the items jotted 
down by the ledgerkeepers and used to leave the 
balance books without totalling and without writing 
balances of individual ledgers |in ink, 

5. Kali Charan used to ink the balances and 
while doing that he used to alter the iigures just 
to cover the amounts he had secretly withcjrawn. 

If the officers had carefully carried out the 
checking work entrusted to them and had not parted 
with the balance books until they had completed 
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theit checking and compiired the figures with the 

General Ledger Balance Book, a man like Kal 

Ctan Nag would have hardly any chance of duping 



SINGLE POWER OF ATTORNEY 

have yon noticed any irregnlarity about th 
Investment Account of the Bank, when yoi 
took charge of the securities from Mr. Wildhead,' 
meekly put in Hira Lai, the securit}’’ clerk in tb 
International Bank. 

Mr. Fairbrain, who had recently assumed cliargi 
of the Branch did not like a clerk taking the libed; 
of making insinuating statements against a senio 
officer like Mr. Wildhead. He, therefore, dismissei 
him with a curt reply indicating that he was notin 
terested in such gossip. 

Though Mr. Fairbrain had administered a rebul 
in the interest of discipline, the words and the man 
ner in which Hira Lai had spoken them, had createi 
a deep impression on his mind that there was some 
thing wrong with the securities. He decided tofini 
out whether there was any truth in what Hira La 
had said. 

He sent for the Investment Ledger and tli 
Balance Book, in which balances had been take! 
down when he took over charge. He carefiill; 
scrutinized every item in the Balance Book. Tb 
face value he compared with the securities on ham 
and with the certificates received from other Bank: 
where the securities had been lodged. He checkei 
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the Book value of each secuviLy as shown in the 
Investment Ledger. He checked the totals again 
and tallied the Book value of the Investments with 
Ihe balance in the General Ledger. He could not 
find any difference. 

Next morning Hita Lai had to face a volley of 
questions from the infuriated Manager ; " What did 

yon mean by saying those things against Mr. Wild- 
head yesterday? If there is anything wrong, it is 
you who will be held responsible. The entries are 

all in yoiu- handwriting.” 

For the first time Hira Lai realised that he was 

BO near the prison bars. He had all along believed 
that he was an ordinary servant and was e.xpecled to 
carry out implicitly the orders of his superioi. 
It had never occurred to him that if there were 
anything wrong, he would also be held guilty of 

aiding the Manager in defrauding ‘ 

Faiibrain also in the meantime appreciated that the 
poor clerk, even if he wanted, could not 
Mr. Wildhead from resorting to the me o 
alleged to have adopted. He cooled dowm cons d« 
ably. The change in the attitude of t le i a g 
abled Hira Lai to gather courage and ^ 

had without realising the conseipiences carried o 
the instructions of the Manager. He . 

began: ” If you will please give me an oppoitiinit) 
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to explain how the things were done, I can clear niy 
position." “ Well, go on," said the Manager. 

“Mr, Wildhead, Sir, was one of the best and 
kindest officers we have ever seen. Somehow, he 
appeared to be worried for the last six months. He 
used to have long conferences with the stock-brokers, 
Since January last he started asking me to make cer- 
tain entries in the Investment Ledger without prepar* 
ing corresponding vouchers or passing entries in the 
General Ledger. On the 4th of February, he gave 
me four contracts in one day for 4% Loan 1960,70. 
First set showed that he had bought two lacs of 
1960-70 at Rs. 88/- per cent and sold the same at 
Rs. 89/- per cent. The next set showed that he had 
bought three lacs worth of securities at Rs. 91/2/- and 
sold them at Rs, 87/14/- %. In the ordinary coiirsewe 
should have received a cheque for Rs. 2,000/- and 
delivered a cheque for Rs. 9,750/- but he asked me to 
prepare a voucher for the differencCy saying that asal! 
the transactions had been put through by one broker, it 
was better to draw one cheque for the net difference, 
He had observed that he had made profit in the morn- 
ing and had sustained loss in the evening. He 
ordered me to keep a cheque ready for the difference 
. in favour of Messrs. Moortliy & Co., Stock and Share 
Brokers. He instructed me to pass the entries intlie 
Investment Ledger according to the contracts but to 
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paii only one entry for the difference of Rs. 7,7,50/- 
in the General Ledger on account of the' cheque 
which was paid to the Brokers. In the beginning I 
believed this to be a honafule loss but later on I 
found that his daily transactions almost invariably 
resulted in loss. 

“Ml-. Wildhefid was one of the cleverest managers 
and had rarely lost heavily in Government securities. 
His forbiding me from passing entries for all the 
contracts through the General Ledger had no doubt 
aroused my suspicion, but I could not exactly follow 
what he was doing, It was, only vrhen you handed 

me yesterday a list of securities according to winch 

yon took over charge from him, that I found that 
though the book value of the securities was al- 
most the same as it was five months ago, the lace 
value had gone down by about five lacs of rupees. 

This was why I enquired whether you la ^ 

yourself that everything was all right wi 

lovestments.” , 

The detailed explanation given b)’ 

placed Mr. Fail-brain in a position to n ^ 

Mr. Wildhead had really done away wit i tie an a 
Investments. When he took out the exact gnre 
the securities missing from the Investment he found 
that Mr. Wildhead who was in sole ° 

seeiirities and who possessed single powerof atloin j 
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which enabled him to endorse away the Bank's 

Government securities without joining with any othei 

officer, had sold five lacs sixty thousand worth of 
Government papers and had utilized the proceeds 
in meeting his personal liabilities to stock brokers, 
To make up for the securities sold, he faked certain 
contracts and thus inllated the book values of the 
remaining securities. 



UNEXPECTED OBJECTIONS 

by the public debt office 


rtlHE Public Debt Office receive crores and crotes 
i of rupees worth of Government securities ^ry 
v«rr for certification, renewal or consolidatron They 
guided by certain rules which though very 
.met cannot be said to be unfair, 

they try to help the. public to meet the objections 

raised by them in accordance with the rules. 

A certain mill had bought Goverment pa^ 

rvorth lacs of rupees and the Managing AgenG act 

on behalf of the mill had raised money from a Bank 

on the strength of the Government secunt 

on tne strong for quite a long 

advance ran ‘"cbooU of to 

time. After a few th B 

.nent papers with the PJ^-c 

hut the Public ° “"the Memorandum and 
same on the groun authorise 

..Articles of in Government 

the company to inves Memorandum 

securities. The company had to get. I 

and Articles of Association amended betor 

papers could be renewed. Interesting case 

There was. however, ‘" ebthe 

where the Public Debt Office of 

Bank. On some of the securities in the 
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the Model Bank one of the endorsements was by an 
officer of a company who had the necessary po\Yer of 
attorney granted him. This power of attorney was 
not registered with the Public Debt Office and the 
company had long since gone into liquidation. The 
Bank could not arrange to produce the power of 
attorney or the Minutes of the meeting of the Board 
of Directors of the company granting the power of 
attorney to the said officer. The papers therefore 
proved worthless to the Bank. 



advances against property 


0 ]fHE meeting of the board of Directors of the 
. ,1 Credit Corporation of India Ltd. held on the 21st 
jf January 1929 had lasted for over four hours. The 
Board had been discussing the report of the Auditors 
\vho had criticized some of the large outstandings 
against properties and had declared that unless they 
were furnished with scientific valuation of these 
properties by competent Engineers they would not 
sign the next Balance Sheet, 

“I wonder why the Auditors insist on getting 
the properties valued by some well known firm of 
Engineers when we already hold the estimates by our 
Branch Managers, made at the time the advances 
were made in 1921,“ put in Chimnya Butcher, one of 
the Directors. 

“Just as an Insurance company must get a 
doctor’s report on the health of an insured and would 
not accept an agent’s report, similarly the Auditors 
would not accept the Branch Managers estimates but 
would be justified in demanding a scientific valua- 
tion by a competent Engineer," explained Dr. Ganesh 
Sahai, the Chairman of the Board of Directors. 

At the time of the next half yearly closing on 
the 30 June 1929, the Auditors refused to affix their 
signature to the Balance Sheet without having t 
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Engineers' valuation reports on the pi'operties. Some- 
how or other the Directors persuaded them to accept 
a report submitted by a Committee of Directors who 
had visited almost all the properties in Cawnpore 
and had put clown their estinuitos of the present 
worths of the properties. 

During the next few months some of the pro- 
perties which had been morlgagod to the Bank were 
sold through court in satisfaction of the decrees 
which the Bank had obtained, 'rhe amounts realised 
fell far short of the dues of the Bank against tliose 
properties. 

The Auditors while auditing the returns relating 
to the Balance Sheet as at the cdosc of business on 
the 31st December came across the entries for 
amounts written off on account of the losses suffered 
on the sale of properties, and definitely refiiseclto 
sign the Balance Sheet until they were satisfied by 
reports from competent ICngineers that the properties 
mortgaged to the Bank could cover the advances 
outstanding against them. 

The Directors had therefore no other alternative 
but to comply. The valuation report submitted by 
the Engineer revealed that: 

1. Some of the properties had so much depreci- 
ated in value that they were worth not even one 
fifth of what the borinwors liad paid for building ot 
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purchasing them in the boom period; 

2. Some of the properties built on leasehold 
land against which advances had been made were 
not likely to fetch even a single penny as the lease 
rents payable in respect of the land were much less 
than what the properties built on the land could be 
expected to fetch by way of rent; and 

3. Many of the properties had become dilapi- 
dated for want of repairs. 

The Directors were therefore called upon to 
make provision for Rs. 10,00.000 on account of 
the expected aggregate shorfall in theii Ad^a^cea 
against Properties. 

The balance at the foot of the Profit and Loss 
Account, together with the Secret and Disclosed 
Reserves could not cover even half of this amount. 
The Bank could not pay any Dividend. On the 
other hand it had to disclose ‘ Bad Debts not pro- 
vided for,’ on the assets side of the Balance Sheet. 

When this fact became known to the public, 
there were heavy withdrawals and the Bank had soon 
to close its doors for locking its funds in ‘brick and 
mortar’ without proper and periodical investigations 
regarding the worth of 'the properties against which 
advances were made during an e.xceptionally active 
spell of land boom. 

The following are some of the extracts from tie 
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Liquidatoift’ Report dealing with Advances against 
properties: — 

1. “The Bank had advanced Rs* 73,000/- lo 
jahangir Meherwanji, at Bombay, on the equitable 
mortgage of his property situated on King's Road, 
which he had purchased for a lac of rupees on 27tli 
August, 1921, when the speendation in landed property 
had taken the prices very high and had increased the 
rents abnormally. Rents have now come down 
and the same property cannot now fetch more than 
Rs. 30,000/-. 

“ It appears that the borrower had no other means 
but Rs. 23,000/- in cash and all this he had deposited 
with the Bank by way of margin, pi'ol)ably, expecting 
to dispose of the property v(sry soon at Rs. 1,25,000/- 
or even Rs. 1,30,000/-. His expectations did not 
materialise and he still owes the Bank Rs. 1., 03, 900/-. 

2. “On the 27th of April, 1921, the Bank had 
accommodated Mohd. Isjnail against his property 
situated in one of the slums of Cawnpore inhabited 
mostly by the lowest strata of Mohammedan society. 
Mohd. Ismail is the Chandhry of that locality and no 
body is coming forward to bid for this property. All 
this Rs. 10,000/* advanced against the property must 
now be regarded as a bad debt. 

“ It has been suggested to us that wc should try 
to sell oft’ his proj)erty to one of the fioondafi. But 
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there seems to be an understanding between the 
borrower and the and our attempts in that 

direction have also failed. 

“We do not think we shall be able to get any 
offer for this property. Practically the entire amount 
will have to be written off as a bad debt. 

3. "We have been faced with a peculiar diffi- 
culty in realising the value for the plot of land on 
the Mall against which the Bank had made an advance 
to Nathoomal Potdar. 

"It appears that when the borrower mortgaged 
his plot of land to the Bank his sister owned a large 
strip of land along the main road and the officers 
^vho had gone to see the plot were taken to this plot 
through the plot belonging to the sister of the bor- 
rower. She does not now allow anybody to pass 
through her plot of land. We cannot expect any bod) 
to pay any reasonable price for this land until we 
secure for the purchaser suitable access through the 
property of India Devi Mathur, sister of Nathoomal 

Potdar. 

"It appears that it was a clever ruse to make 
the Bank part with that plot at a nominal price, and 
unfortunately we cannot see anj va) to foil 
designs of this unscrupulous borrower. are 

sure that the shortfall in this account will exceed 

Rs. 23,000/-, 
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4. “We find ourselves in a very difficult po. 
sition 'in defending the suit filed by Uma Shanker, 
son of Kailash Nath Bajpai. The property mortgaged 
to the Bank is the property of a well-to-do joint 
Hindu family who have got a comfortable income 
from lands and houses. 

“ Unia Shanker in his plaint has stated that the 
income from the property was more than sufficient 
for their requirements and that in fact they had a 
considerable balance in deposit with another bank at 
the time Kailash Nath raised the loan from the Credit 
Corporation of India. Uina Shanker is challenging 
the anortgage created by his father Ivailash Nath 
Bajpai in favour of the Bank, on the ground that the 
money could not have been required and in any case 
was not borrowed by his father for the purposes of 
the joint Hindu family. He admits that Kailash 
Nath was the karia of the joint Hindu family but is 
pleading that the debts were incurred for gambling 
and debauchery and not for the benefit of the join! 
Hindu family. 

"As the advance was not made to a firm active 
ly engaged in trading, the Bank should have satisfice 
itself that the money was being borrowed for join 
Hindnjamily purposes. 

"We are afraid Uma Shanker might succeed ii 
getting the property released from our charge. Tb 
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fRs 40 000/- outstanding against Kailash 

"maweU the already 

a„„btf«l debts the deplorable lack 

ties was the ^„bay against an Equitable 

PopatLalGhelablu. ^ Ahmedabad. 

Mortgage of h 1 P Bank had been holding 

The firm failed m 1926- 
the title deeds as w 
hot nobody-- 

carefully- ^ ntooertv was clear and market- 

“’“‘rd‘lt ri«d riot taken a search in 

able had added riia ^ Ahmedabad, to find out 

the already been encumbered. 

whether the proper y ,,,ere 

The Legal Adviser i important title deeds and 
only copies of satisfactorily the 

the borrower wiU have 

absence of the originals. p^y 

..Kone Ss P-toftheLegal.Ad- 

any serious attention exactly a year 

riser's report and we now 

before Popatlalpledg ^^ mortgage over the pro- 
be had created ® Hatibhoy for a sum 

f-vtV - favom- of ^ the im- 


-n _ CfV 
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portant docnmt^nts which were reported missing by 
the Bank’s Legal Adviser in his report on Popatlal’s 
title to the property. As our mortgage is equitable 
a'hd was created months after the registerred mort- 
gage, we have hardly any chance of succeeding, 

6. “Among the advances against properties we 
are surprised to find that the accommodation was 
granted to Mohd, Ibrahim to the extent of Rs, 23,000/. 
against his property whicii was built on a leasehold 
plot of land, thougli the lease had hardly ten years to 
run when the advance was granted. Next year 
we shall have to Imnd over the mortgaged property 
and the possession of the plot of land, together with 
all the rights, title and hereditaments appevtinaiit 
thereto, free of payment. This w-ill mean another 
bad debt of Rs. 23,000/-. 

7. “It appears that the Ihuik had advanced 
Rs. 70,000/- to John P. Smith for building a cinema 
hall in Cawnpore, As neither Mr. Smith nor the Bank 
Manager had any experience of building a cinema 
hail, the cost of putting up the building had been ex- 
orbitant and the arrangement had been very defective. 

As the resources of Mr, Smith and his friend 
had been exhausted in l>uilding the structure there 
were no funds to run the cinema. In fact two more 
cinema halls have been built by rich and influential 
companies near about Mr, Smith’s theatre and there 
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. thevefore, no prospect of this picture house with 

, inany defects being taken up. 

“We cannot close this section of the report 

ithont referring to the protracted nature of the 
ligation that the Bank has been conducting for the 
iten years for reaiising the property heid against 
he advance made to Basudev Ramchander Dahigaon- 
er. The borrower and his representatives put in a 

lumber of frivoious applications “"'y 

ivery time the Bank has reached the stage when 
,ale was to take place, the borrower manyi ‘o P« 
a an application for maintenance on behalf of some 
ivoman fn the family and gained time tiU he. appl 
ion was disposed of after two or three hearings. 

"If this can be the average experience of h 
Bank in civil litigation, we wonder h-v long « ' ; 
.he us to realise the assets of 

of the debtors take into their head to oppose the 
claims of the Bank. 



NEGLIGENCE OF AUDITORS 

‘M^i'o^Pei'ous Knvn ncur Caw 
pore. It is the Ileadquurtei- of qig 

Some of the prominent fjeople who had frequeiu o 
casions to y^o to Cawnpore were thuzled by the poti 
and show and the wonderliil service offered 1 
Banks. They thought of liaving a bank in the 
own village. As none of the Ingger banks could I 
interested in opening a Brandi in that town, the 
started Mahomed Nagar Co-operative Bank Ltd. ar 
appointed Babu Ganga Parshad Kapur, the olde 
inhabitant of that place, a.s the cliairmnn. 

On account of his advanced age, Babu Gang 
Parshad could not look into the affairs of the BanI 
I'le invited a distant relation of IBs, Mr. Jamn 
Parshad, wlio was working as a clerk in a Bank i 
Lucknow and made him the Manager. 

Unfortunately, Mr. Jatiuia Parshsid turned on 
to be a scoundrel, Finding that most of the member 
of the Managing Committee and the Chairman wer. 
not capable of understanding the intricate transac 
tions of the Bank, he started manipulating tin 
various acconnls in the Bank and defrauding the 
Lank of large sums of monej'. At the time of Si's! 
audit he opened bogms loan accounts in the nameol 
some of the prominent persons in the adjoining 
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Dages and faked Promissory Notes to evidence the 
bts alleged to be due fromdliose people. The 
isuspecting auditor passed the Balance Sheet with- 
it any question. Emboldened by his success in 
rowing dust in the eyes of the auditor, he proceeded 
errily withdrawing further sums by fraud. When 
,e next audit was due he found an ingenious way of 
jvcring the amounts he had fraudulently withdrawn 
om the Bank. He bad embe^izled about Rs. 20,000/- 
iiring the previous eight or nine months. He got 
L-epared certain faked receipts which purported to 
ww that he had deposited Rs. 20.000/- with the 
judhianagar Central Co-operative Bank Ltd. The 
uditor, who visited Mahomed Nagar Co-operattve 
Sank Ltd. this time, was a smart and intelligent 
fficer. He took the statement of advances and 
ent Registered A/D. notices individually to all the 
lorrowers calling upon them to confirm the balances 
lue from them, by return of post. ^ ® ^ ^ 

he Central co-operative Bank to certify that they 
,vere bolding Rs. 20 , 000 /- on account of Mahomed 
^^agar Cooperative Bank Ltd. The replies received 

iisclosed that the promissory 
:o have been signed by Messrs. Uma 
Parshad, Bhagwati Shankei, an i aie 

.„e aU forsenes; the parties 

borrowed any money fiom the 



178 


BANKING FRAUDS IN INDIA 


executed any promissory note in that connection. The 
Central Co-operative Bank also intimated that they 
held Rs. 1134/- only on account of Mahomed Nagar 
Co-operative Bank Ltd. and this amount was not in 
Fixed Deposit but was lying in the Current Account 
The matter was handed over to the police, who 
proved that the thumb impre.ssion appearing on the 
promissory note of Mr. Uma Parshad was the right 
hand thumb impression of Jamna Parshad himself 
The thumb impression in the case of loan outstanding 
in the name of Bhagwatl Slmnker was that of the 
left hand of Jamna Parshad, The promissory note 
which appeared to have been executed by M/s, 
Mahesh Parshad and Blianoo Parshad bore the im- 
pressions of the right and tlie left toes respectively 
of Jamna Parshad, the Manager, 

The cheat was sentenced to 7 Years' rigorous 
imprisonment. The blind reliance which Babu 
Ganga Parshad had placed in JamnaPershad involved 
him in trouble ; he had to spend tho last months of 
his life in jail where lie died. 

Jamna Pershad found it easy to rob the Bank 
of large sums of money by taking advantage of the 
confidence reposed in him by his aged and infirm 
relation Babii Ganga Pershad but little did he realize 
that frauds on banks could not be concealed for 
ever. The machinery of inspection and audit is 
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almost perfect and though a swindler here or there 
may be able to hide his fraudulent manipulations for 
a time by hoodwinking a negligent auditor who is 
fortunately a fast disappearing species, he cannot 
indefinitely conceal his dishonest manipulations. 
Nemesis is bound to overtake him sooner rather than 
later. He might fly from justice but there is no 
statue of limitation against crime, and even should 
he succeed in remaining in hiding for years, the day 
he is discovered he will have to stand his trial to pay 
penalty for crime and suffer physical torture and 
humiliation in jail in addition to the extreme mental 
anguish that he may have undergone while a fugitive 
from justice. 



